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PREFACE 


The program of national defense outlined by President Roosevelt in his 
radio speech to the nation on December 29 was developed farther by the 
President in his annual message on the state of the Union, delivered to the 
Congress on January 6. These notable statements and the remarkable dis- 
course directed by Prime Minister Churchill of Great Britain to the Italian 
people on December 23 are printed in this issue of International Conciliation. 

The economic relations among the nations of the Americas are treated 
in an article prepared especially for the International Conciliation series by 
Dr. Mordecai Ezekiel, Economic Adviser to the Secretary of Agriculture 
of the United States. The study, which covers the period from 1914 to the 
present, is completed by an appendix supplying a bibliography and useful 
data in the form of tables. In the introductory portion of his article, Dr. 
Ezekiel has incorporated with good effect the text of an address made by 
Mr. Henry A. Wallace shortly before his election as Vice-President of the 


United States. 
NicHotas Murray BuTLer 


New York, January 14, 1941. 
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NATIONAL SECURITY ADDRESS OF 


PRESIDENT ROOSEVELT! 
DECEMBER 29, 1940 


This is not a fireside chat on war. It is a. talk on national security; be- 
cause the nub of the whole purpose of your President is to keep you now, 
and your children later, and your grandchildren much later, out of a last- 
ditch war for the preservation of American independence and all of the 
things that American independence means to you and to me and to ours. 

Tonight, in the presence of a world crisis, my mind goes back eight 
years to a night in the midst of a domestic crisis. It was a time when the 
wheels of American industry were grinding to a full stop, when the whole 
banking system of our country had ceased to function. 

I well remember that while I sat in my study in the White House, pre- 
paring to talk with the people of the United States, I had before my eyes 
the picture of all those Americans with whom I was talking. I saw the 
workmen in the mills, the mines, the factories; the girl behind the coun- 
ter; the small shopkeeper; the farmer doing his spring plowing; the widows 
and the old men wondering about their life’s savings. 

I tried to convey to the great mass of American people what the bank- 
ing crisis meant to them in their daily lives. 

Tonight I want to do the same thing, with the same people, in this new 
crisis which faces America. 

We met the issue of 1933 with courage and realism. We face this new 
crisis—this new threat to the security of our nation—with the same 
courage and realism. 

Never before since Jamestown and Plymouth Rock has our American 
civilization been in such danger as now. 

For on September 27, 1940, by an agreement signed in Berlin, three 
powerful nations, two in Europe and one in Asia, joined themselves to- 
gether in the threat that if the United States interfered with or blocked 
the expansion program of these three nations—a program aimed at world 
control—they would unite in ultimate action against the United States. 

The Nazi masters of Germany have made it clear that they intend not 
only to dominate all life and thought in their own country, but also to 
enslave the whole of Europe, and then to use the resources of Europe to 
dominate the rest of the world. 


Reprinted from The Department of State Bulletin, Vol. IV, No. 80, 
January 4, 1941. 
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Three weeks ago their leader stated: “There are two worlds that 
stand opposed to each other.” Then in defiant reply to his opponents 
he said this: “Others are correct when they say: ‘With this world we 
cannot ever reconcile ourselves.’ ...I can beat any other power in the 
world.” So said the leader of the Nazis. 

In other words, the Axis not merely admits but proclaims that there 
can be no ultimate peace between their philosophy of government and 
our philosophy of government. 

In view of the nature of this undeniable threat, it can be asserted, 
properly and categorically, that the United States has no right or reason 
to encourage talk of peace until the day shall come when there is a clear 
intention on the part of the aggressor nations to abandon all thought of 
dominating or conquering the world. 

At this moment the forces of the States that are leagued against all 
peoples who live in freedom are being held away from our shores. The 
Germans and the Italians are being blocked on the other side of the At- 
lantic by the British and by the Greeks, and by thousands of soldiers and 
sailors who were able to escape from subjugated countries. The Japanese 
are being engaged in Asia by the Chinese nation in another great defense. 

In the Pacific Ocean is our fleet. 

Some of our people like to believe that wars in Europe and in Asia are of 
no concern to us. But it is a matter of most vital concern to us that Euro- 
pean and Asiatic war-makers should not gain control of the oceans which 
lead to this hemisphere. 

One hundred and seventeen years ago the Monroe Doctrine was con- 
ceived by our Government as a measure of defense in the face of a threat 
against this hemisphere by an alliance in continental Earope. Thereafter, 
we stood on guard in the Atlantic, with the British as neighbors. There 
was no treaty. There was no “unwritten agreement.” 

Yet there was the feeling, proved correct by history, that we as neigh- 
bors could settle any disputes in peaceful fashion. The fact is that during 
the whole of this time the Western Hemisphere has remained free from 
aggression from Europe or from Asia. 

Does anyone seriously believe that we need to fear attack while a free 
Britain remains our most powerful naval neighbor in the Atlantic? Does 
anyone seriously believe, on the other hand, that we could rest easy if 
the Axis powers were our neighbors there? 

If Great Britain goes down, the Axis powers will control the conti- 
nents of Europe, Asia, Africa, Australasia, and the high seas—and they 
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will be in a position to bring enormous military and naval resources 
against this hemisphere. It is no exaggeration to say that all of us in the 
Americas would be living at the point of a gun—a gun loaded with ex- 
plosive bullets, economic as well as military. 

We should enter upon a new and terrible era in which the whole world, 
our hemisphere included, would be run by threats of brute force. To sur- 
vive in such a world, we would have to convert ourselves permanently 
into a militaristic power on the basis of war economy. 

Some of us like to believe that even if Great Britain falls, we are still 
safe, because of the broad expanse of the Atlantic and of the Pacific. 

But the width of these oceans is not what it was in the days of clipper 
ships. At one point between Africa and Brazil the distance is less than it 
is from Washington to Denver—five hours for the latest type of bomber. 
And at the north end of the Pacific Ocean, America and Asia almost 
touch each other. 

Even today we have planes which could fly from the British Isles to 
New England and back without refueling. And the range of the modern 
bomber is ever being increased. 

During the past week many people in all parts of the nation have told 
me what they wanted me to say tonight. Almost all of them expressed a 
courageous desire to hear the plain truth about the gravity of the situation. 
One telegram, however, expressed the attitude of the small minority who 
want to see no evil and hear no evil, even though they know in their 
hearts that evil exists. That telegram begged me not to tell again of the 
ease with which our American cities could be bombed by any hostile 
power which had gained bases in this Western Hemisphere. The gist of 
that telegram was: “Please, Mr. President, don’t frighten us by telling 
us the facts.” 

Frankly and definitely there is danger ahead—danger against which we 
must prepare. But we well know that we cannot escape danger, or the 
fear of it, by crawling into bed and pulling the covers over our heads. 

Some nations of Europe were bound by solemn nonintervention pacts 
with Germany. Other nations were assured by Germany that they need 
never fear invasion. Nonintervention pact or not, the fact remains that 
they were attacked, overrun, and thrown into the modern form of slavery 
at an hour’s notice or even without any notice at all. As an exiled leader 
of one of these nations said to me the other day: “The notice was a minus 
quantity. It was given to my government two hours after German troops 
had poured into my country in a hundred places.” 
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The fate of these nations tells us what it means to live at the point of | 
a Nazi gun. 

The Nazis have justified such actions by various pious frauds. One of 
these frauds is the claim that they are occupying a nation for the purpose 
of “restoring order.” Another is that they are occupying or controlling a 
nation on the excuse that they are “protecting it” against the aggression 
of somebody else. 

For example, Germany has said that she was occupying Belgium to save 
the Belgians from the British. Would she then hesitate to say to any South 
American country, ““We are occupying you to protect you from aggres- 
sion by the United States’’? 

Belgium today is being used as an invasion base against Britain, now 
fighting for its life. Any South American country, in Nazi hands, would 
always constitute a jumping-off place for German attack on any one of 
the other republics of this hemisphere. 

Analyze for yourselves the future of two other places even nearer to 
Germany if the Nazis won. Could Ireland hold out? Would Irish freedom 
be permitted as an amazing exception in an unfree world? Or the 
islands of the Azores which still fly the flag of Portugal after five cen- 
turies? We think of Hawaii as an outpost of defense in the Pacific. Yet 
the Azores are closer to our shores in the Atlantic than Hawaii is on the 
other side. 

There are those who say that the Axis powers would never have any 
desire to attack the Western Hemisphere. This is the same dangerous 
form of wishful thinking which has destroyed the powers of resistance of 
so many conquered peoples. The plain facts are that the Nazis have pro 
claimed, time and again, that all other races are their inferiors and there- 
fore subject to their orders. And most important of all, the vast resources 
and wealth of this American hemisphere constitute the most tempting loot 
in all of the world. 

Let us no longer blind ourselves to the undeniable fact that the evil 
forces which have crushed and undermined and corrupted so many others 
are already within our own gates. Your Government knows much about 
them and every day is ferreting them out. 

Their secret emissaries are active in our own and neighboring coun- 
tries. They seek to stir up suspicion and dissension to cause internal 
strife. They try to turn capital against labor, and vice versa. They try to 
reawaken long slumbering racial and religious enmities which should have 
no place in this country. They are active in every group that promotes 
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intolerance. They exploit for their own ends our natural abhorrence of 
war. These trouble-breeders have but one purpose. It is to divide our 

ple into hostile groups and to destroy our unity and shatter our will to 
defend ourselves. 

There are also American citizens, many of them in high places, who, 
unwittingly in most cases, are aiding and abetting the work of these 

ents. 1 do not charge these American citizens with being foreign agents. 
But I do charge them with doing exactly the kind of work that the dic- 
tators want done in the United States. 

These people not only believe that we can save our own skins by shut- 
ting our eyes to the fate of other nations. Some of them go much further 
than that. They say that we can and should become the friends and even 
the partners of the Axis powers. Some of them even suggest that we 
should imitate the methods of the dictatorships. Americans never can and 
never will do that. 

The experience of the past two years has proved beyond doubt that no 
nation can appease the Nazis. No man can tame a tiger into a kitten by 
stroking it. There can be no appeasement with ruthlessness. There can 
be no reasoning with an incendiary bomb. We know now that a nation 
can have peace with the Nazis only at the price of total surrender. 

Even the people of Italy have been forced to become accomplices of 
the Nazis; but at this moment they do not know how soon they will be 
embraced to death by their allies. 

The American appeasers ignore the warning to be found in the fate of 
Austria, Czecho-Slovakia, Poland, Norway, Belgium, the Netherlands, 
Denmark, and France. They tell you that the Axis powers are going to 
win anyway; that all of this bloodshed in the world could be saved; that 
the United States might just as well throw its influence into the scale of 
a dictated peace, and get the best out of it that we can. 

They call it a “negotiated peace.” Nonsense! Is it a negotiated peace 
if a gang of outlaws surrounds your community and on threat of exter- 
mination makes you pay tribute to save your own skins? 

Such a dictated peace would be no peace at all. It would be only another 
armistice, leading to the most gigantic armament race and the most 
devastating trade wars in history. And in these contests the Americas 
would offer the only real resistance to the Axis powers. 

With all their vaunted efficiency and parade of pious purpose in this 
war, there are still in their background the concentration camp and the 
servants of God in chains. 








. eee gre AE nT EM TT 








72 


The history of recent years proves that the shootings and the chains 
and the concentration camps are not simply the transient tools but the 
very altars of modern dictatorships. They may talk of a “new order” in 
the world, but what they have in mind is but a revival of the oldest and 
worst tyranny. In that there is no liberty, no religion, no hope. 

The proposed “new order” is the very opposite of a United States of 
Europe or a United States of Asia. It is not a government based upon the 
consent of the governed. It is not a union of ordinary, self-respecting men 
and women to protect themselves and their freedom and their dignity 
from oppression. It is an unholy alliance of power and pelf to dominate 
and to enslave the human race. : 

The British people are conducting an active war against this unholy al- 
liance. Our own future security is greatly dependent on the outcome of 
that fight. Our ability to “keep out of war” is going to be affected by 
that outcome. 

Thinking in terms of today and tomorrow, I make the direct statement 
to the American people that there is far less chance of the United States 
getting into war if we do all we can now to support the nations defending 
themselves against attack by the Axis than if we acquiesce in their de- 
feat, submit tamely to an Axis victory, and wait our turn to be the object 
of attack in another war later on. 

If we are to be completely honest with ourselves, we must admit that 
there is risk in amy course we may take. But I deeply believe that the 
great majority of our people agree that the course that I advocate involves 
the least risk now and the greatest hope for world peace in the future. 

The people of Europe who are defending themselves do not ask us to 
do their fighting. They ask us for the implements of war, the planes, the 
tanks, the guns, the freighters, which will enable them to fight for their 
liberty and our security. Emphatically we must get these weapons to 
them in sufficient volume and quickly enough, so that we and our children 
will be saved the agony and suffering of war which others have had to 
endure. 

Let not the defeatists tell us that it is too late. It will never be earlier. 
Tomorrow will be later than today. 

Certain facts are self-evident. 

In a military sense Great Britain and the British Empire are today the 
spearhead of resistance to world conquest. They are putting up a fight 
which will live forever in the story of human gallantry. 

There is no demand for sending an American expeditionary force out- 
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side our own borders. There is no intention by any member of your 
Government to send such a force. You can, therefore, nail any talk about 
sending armies to Europe as deliberate untruth. 

Our national policy ts not directed toward war. Its sole purpose is to 
keep war away from our country and our people. 

Democracy’s fight against world conquest is being greatly aided, and 
must be more greatly aided, by the rearmament of the United States 
and by sending every ounce and every ton of munitions and supplies that 
we can possibly spare to help the defenders who are in the front lines. 
It is no more unneutral for us to do that than it is for Sweden, Russia, and 
other nations near Germany to send steel and ore and oil and other war 
materials into Germany every day. 

We are planning our own defense with the utmost urgency; and in its 
vast scale we must integrate the war needs of Britain and the other free 
nations resisting aggression. 

This is not a matter of sentiment or of controversial personal opinion. 
It is a matter of realistic military policy, based on the advice of our mili- 
tary experts who are in close touch with existing warfare. These military 
and naval experts and the members of the Congress and the Administra- 
tion have a single-minded purpose—the defense of the United States. 

This nation is making a great effort to produce everything that is neces- 
sary in this emergency—and with all possible speed. This great effort 
requires great sacrifice. 

I] would ask no one to defend a democracy which in turn would not 
defend everyone in the nation against want and privation. The strength of 
this nation shall not be diluted by the failure of the Government to protect 
the economic well-being of all citizens. 

If our capacity to produce is limited by machines, it must ever be re- 
membered that these machines are operated by the skill and the stamina 
of the workers. As the Government is determined to protect the rights of 
the workers, so the nation has a right to expect that the men who man 
the machines will discharge their full responsibilities to the urgent needs 
of defense. 

The worker possesses the same human dignity and is entitled to the 
same security of position as the engineer or manager or owner. For the 
workers provide the human power that turns out the destroyers, the 
airplanes, and the tanks. 

The nation expects our defense industries to continue operation with- 
out interruption by strikes or lockouts. It expects and insists that manage- 
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ment and workers will reconcile their differences by voluntary or legal 
means, to continue to produce the supplies that are so sorely needed. 

And on the economic side of our great defense program, we are, as you 
know, bending every effort to maintain stability of prices and with that 
the stability of the cost of living. 

Nine days ago [ announced the setting up of a more effective organi- 
zation to direct our gigantic efforts to increase the production of munitions, 
The appropriation of vast sums of money and a well-coordinated executive 
direction of our defense efforts are not in themselves enough. Guns, planes, 
and ships have to be built in the factories and arsenals of America. They 
have to be produced by workers and managers and engineers with the 
aid of machines, which in turn have to be built by hundreds of thousands 
of workers throughout the land. 

In this great work there has been splendid cooperation between the 
Government and industry and labor. 

American industrial genius, unmatched throughout the world in the solu- 
tion of production problems, has been called upon to bring its resources 
and its talents into action. Manufacturers of watches, of farm implements, 
of linotypes, cash registers, automobiles, sewing machines, lawn mowers, 
and locomotives are now making fuses, bomb-packing crates, telescope 
mounts, shells, pistols, and tanks. 

But all of our present efforts are not enough. We must have more ships, 
more guns, more planes—more of everything. This can only be accom- 
plished if we discard the notion of “business as usual.’ This job cannot 
be done merely by superimposing on the existing productive facilities the 
added requirements for defense. 

Our defense efforts must not be blocked by those who fear the future 
consequences of surplus plant capacity. The possible consequences of 
failure of our defense efforts now are much more to be feared. 

After the present needs of our defense are past, a proper handling of 
the country’s peace-time needs will require all of the new productive 
capacity, if not still more. 

No pessimistic policy about the future of America shall delay the im- 
mediate expansion of those industries essential to defense. 

I want to make it clear that it is the purpose of the nation to build now 
with all possible speed every machine and arsenal and factory that we 
need to manufacture our defense material. We have the men, the skill, the 
wealth, and above all, the will. 

I am confident that if and when production of consumer or luxury 
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that are essential for defense purposes, then such production must yield 
to our primary and compelling purpose. 

I appeal to the owners of plants, to the managers, to the workers, to 
our Own government employes, to put every ounce of effort into pro- 
ducing these munitions swiftly and without stint. And with this appeal I 
give you the pledge that all of us who are officers of your Government 
will devote ourselves to the same whole-hearted extent to the great task 
which lies ahead. 

As planes and ships and guns and shells are produced, your Government, 
with its defense experts, can then determine how best to use them to de- 
fend this hemisphere. The decision as to how much shall be sent abroad 
and how much shall remain at home must be made on the basis of our over- 
all military necessities. 

We must be the great arsenal of democracy. For us this is an emergency 
as serious as war itself. We must apply ourselves to our task with the 
same resolution, the same sense of urgency, the same spirit of patriotism 
and sacrifice, as we would show were we at war. 

We have furnished the British great material support and we will 
furnish far more in the future. 

There will be no “bottlenecks” in our determination to aid Great 
Britain. No dictator, no combination of dictators, will weaken that de- 
termination by threats of how they will construe that determination. 

The British have received invaluable military support from the heroic 
Greek Army and from the forces of all the governments in exile. Their 
strength is growing. It is the strength of men and women who value their 
freedom more highly than they value their lives. 

I believe that the Axis powers are not going to win this war. I base 
that belief on the latest and best information. 

We have no excuse for defeatism. We have every good reason for hope 
—hope for peace, hope for the defense of our civilization and for the build- 
ing of a better civilization in the future. 

I have the profound conviction that the American people are now de- 
termined to put forth a mightier effort than they have ever yet made to 
increase our production of all the implements of defense, to meet the 
threat to our democratic faith. 

As President of the United States I call for that national effort. I call 
for it in the name of this nation which we love and honor and which we 
are privileged and proud to serve. I call upon our people with absolute 
confidence that our common cause will greatly succeed. 
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PRESIDENT ROOSEVELT’S MESSAGE TO CONGRESS 


ON THE STATE OF THE NATION? 
JANUARY 6, 1941 


Mr. Speaker, members of the Seventy-Seventh Congress: 

I address you, the members of this new Congress, at a moment un- 
precedented in the history of the Union. I use the word “unprecedented” 
because at no previous time has American security been as seriously 
threatened from without as it is today. 

Since the permanent formation of our Government under the Consti- 
tution in 1789, most of the periods of crisis in our history have related 
to our domestic affairs. And, fortunately, only one of these—the four- 
year war between the States—ever threatened our national unity. Today, 
thank God, 130,000,000 Americans in forty-eight States have forgotten 
points of the compass in our national unity. 

It is true that prior to 1914 the United States often has been disturbed 
by events in other continents. We have even engaged in two wars with 
European nations and in a number of undeclared wars in the West Indies, 
in the Mediterranean, and in the Pacific, for the maintenance of American 
rights and for the principles of peaceful commerce. But in no case had a 
serious threat been raised against our national safety or our continued 
independence. 

What I seek to convey is the historic truth that the United States as 
a nation has at all times maintained opposition—clear, definite opposition 
—to any attempt to lock us in behind an ancient Chinese wall while the 
procession of civilization went past. Today, thinking of our children and 
of their children, we oppose enforced isolation for ourselves or for any 
other part of the Americas. 

That determination of ours, extending over all these years, was proved, 
for example, in the early days during the quarter century of wars follow- 
ing the French Revolution. 

While the Napoleonic struggle did threaten interests of the United 
States because of the French foothold in the West Indies and in Louisiana, 
and while we engaged in the War of 1812 to vindicate our rights to peace- 
ful trade, it is nevertheless clear that neither France nor Great Britain 
nor any other nation was aiming at domination of the whole world. 

And in like fashion. from 1815 to 1914—ninety-nine years—no single 


iReprinted from The New York Times, January 7, 1941. 
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war in Europe or in Asia constituted a real threat against our future or 
| against the future of any other American nation 


Except in the Maximilian interlude in Mexico, no foreign power sought 
to establish itself in this hemisphere. And the strength of the British 
feet in the Atlantic has been a friendly strength; it is still a friendly 
strength. 

Even when the World War broke out in 1914 it seemed to contain 
only small threat of danger to our own American future. But as time 
went on, as we remember, the American people began to visualize what 
the downfall of democratic nations might mean to our own democracy. 

We need not overemphasize imperfections in the peace of Versailles. 
We need not harp on failure of the democracies to deal with problems of 
world reconstruction. We should remember that the peace of 1919 was 
far less unjust than the kind of pacification which began even before 


| Munich, and which is being carried on under the new order of tyranny 


that seeks to spread over every continent today. 
The American people have unalterably set their faces against that 


| tyranny. 


I suppose that every realist knows that the democratic way of life is 


| at this moment being directly assailed in every part of the world—as- 


uiled either by arms or by secret spreading of poisonous propaganda by 
those who seek to destroy unity and pfomote discord in nations that are 


During sixteen long AGO scsi has blotted out the whole pat- 


| tem of democratic life in an appalling number of independent nations, 


great and small. And the assailants are still on the march, threatening 
other nations, great and small. 
Therefore, as your President, performing my constitutional duty to 


, “give to the Congress information of the state of the Union,” I find it 


whappily necessary to report that the future and the safety of our country 


| and of our democracy are overwhelmingly involved in events far beyond 
| our borders. 


Armed defense of democratic existence is now being gallantly waged 
in four continents. If that defense fails, all the population and all the re- 
sources of Europe and Asia, Africa, and Australia will be dominated by 
conquerors. And let us remember that the total of those populations in 
those four continents, the total of those populations and their resources 


| greatly exceeds the sum total of the population and the resources of the 


whole of the Western Hemisphere—yes, many times over. 








nes, vp enedatetntinen Sires —s 
Sse mee 


78 


In times like these it is immature—and, incidentally, untrue—for any- 
body to brag that an unprepared America, single-handed and with one 
hand tied behind its back, can hold off the whole world. 

No realistic American can expect from a dictator’s peace international 
generosity, or return of true independence, or world disarmament, or 
freedom of expression, or freedom of religion—or even good business, 
Such a peace would bring no security for us or for our neighbors, Those 
who would give up essential libercy to purchase a little temporary safety 
deserve neither liberty nor safety. 

As a nation we may take pride in the fact that we are soft-hearted; 
but we cannot afford to be soft-headed. We must always be wary of 
those who with sounding brass and tinkling cymbal preach the ism of 
appeasement. We must especially beware of that small group of selfish 
men who would clip the wings of the American eagle in order to feather 
their own nests. 

I have recently pointed our how quickly the tempo of modern warfare | 
could bring into our very midst the physical attack which we must eventy- 
ally expect if the dictator nations win this war. | 

There is much loose talk of our immunity from immediate and direct | 
invasion from across the seas. Obviously, as long as the British Navy re | 
tains its power, no such danger exists. Even if there were no British 
Navy it is not probable that any enemy would be stupid enough to attack 
us by landing troops in the United States from across thousands of miles , 
of ocean, until it had acquired strategic bases from which to operate. 

But we learn much from the lessons of the past years in Europe—par- 
ticularly the lesson of Norway, whose essential seaports were captured 
by treachery and surprise built up over a series of years. 

The first phase of the invasion of this hemisphere would not be the 
landing of regular troops. The necessary strategic points would be occu | 
pied by secret agents and by their dupes—and great numbers of them 
are already here and in Latin America. 

As long as the aggressor nations maintain the offensive they, not we, | 
will choose the time and the place and the method of their attack. 

And that is why the future of all the American republics is today in | 
serious danger. That is why this annual message to the Congress is unique | 
in our history. That is why every member of the executive branch of the 
Government and every member of the Congress face great responsibility _ 
—great accountability. 

The need of the moment is that our actions and our policy should be 
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| devoted primarily—almost exclusively—to meeting this foreign peril. 


<cLes 


_ | for all our domestic problems are now a part of the great emergency. 


Just as our national policy in internal affairs has been based upon a 
decent respect for the rights and the dignity of all of our fellow men 
within our gates, so our national policy in foreign affairs has been based 
on a decent respect for the rights and the dignity of all nations, large and 
small. And the justice of morality must and will win in the end. 

Our national policy is this: 

First, by an impressive expression of the public will and without re- 
gatd to partisanship, we are committed to all-inclusive national defense. 

Second, by an impressive expression of the public will and without re- 
gard to partisanship, we are committed to full support of all those resolute 
people everywhere who are resisting aggression and are thereby keeping 
war away from our hemisphere. By this support we express our determi- 
nation that the democratic cause shall prevail, and we strengthen the 
defense and the security of our own nation. 

Third, by an impressive expression of the public will and without 
regard to partisanship, we are committed to the proposition that principles 
of morality and considerations for our own security will never permit us 
to acquiesce in a peace dictated by aggressors and sponsored by appeasers. 
We know that enduring peace cannot be bought at the cost of other 
people’s freedom. 

In the recent national election there was no substantial difference be- 
tween the two great parties in respect to that national policy. No issue 
was fought out on this line before the American electorate. And today it 
is abundantly evident that American citizens everywhere are demanding 
and supporting speedy and complete action in recognition of obvious 
danger. 

Therefore, the immediate need is a swift and driving increase in our 


' afmament production. Leaders of industry and labor have responded to 


our summons. Goals of speed have been set. In some cases these goals 
are being reached ahead of time. In some cases we are on schedule; in 


| other cases there are slight but not serious delays. And in some cases— 


and, I am sorry to say, very important cases—we are all concerned by 
the slowness of the accomplishment of our plans. 

The Army and Navy, however, have made substantial progress during 
the past year. Actual experience is improving and speeding up our methods 
of production with every passing day. And today’s best is not good 
enough for tomorrow. 
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I am not satisfied with the progress thus far made. The men in charge 
of the program represent the best in training, in ability, and in patriotism, 
They are not satisfied with the progress thus far made. None of us will 
be satisfied until the job is done. 

No matter whether the original goal was set too high or too low, our 
objective is quicker and better results. 

To give you two illustrations: 

We are behind schedule in turning out finished airplanes. We are work- 
ing day and night to solve the innumerable problems and to catch up. 

We are ahead of schedule in building warships, but we are working to 
get even further ahead of that schedule. 

To change a whole nation from a basis of peace-time production of 
implements of peace to a basis of war-time production of implements of 
war is no small task. The greatest difficulty comes at the beginning of 
the program, when new tools, new plant facilities, new assembly lines, 
new shipways must first be constructed before the actual material begins 
to flow steadily and speedily from them. 

The Congress, of course, must rightly keep itself informed at all times 
of the progress of the program. However, there is certain information, 
as the Congress itself will readily recognize, which, in the interests of 
our own security and those of the nations that we are supporting, must 
of needs be kept in confidence. 

New circumstances are constantly begetting new needs for our safety. 
I shall ask this Congress for greatly increased new appropriations and 
authorizations to carry on what we have begun. 

I also ask this Congress for authority and for funds sufficient to manu- 
facture additional munitions and war supplies of many kinds, to be turned 
over to those nations which are now in actual war with aggressor nations. 
Our most useful and immediate réle is to act as an arsenal for them as 


well as for ourselves. They do not need manpower, but they do need bil- / 


lions of dollars’ worth of the weapons of defense. 

The time is near when they will not be able to pay for them all in 
ready cash. We cannot, and we will not, tell them that they must surrender 
merely because of present inability to pay for the weapons which we 
know they must have. 

I do not recommend that we make them a loan of dollars with which 
to pay for these weapons—a loan to be repaid in dollars. | recommend 


that we make it possible for those nations to continue to obtain wat } 


materials in the United States, fitting their orders into our own program. 
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And nearly all of their material would, if the time ever came, be useful 
in our own defense. 

Taking counsel of expert military and naval authorities, considering 
what is best for our own security, we are free to decide how much should 
be kept here and how much should be sent abroad to our friends who, by 
their determined and heroic resistance, are giving us time in which to 
make ready our own defense. 

For what we send abroad we shall be repaid, repaid within a reasonable 


time following the close of hostilities, repaid in similar materials, or at 


our option in other goods of many kinds which they can produce and 
which we need. 

Let us say to the democracies: 

“We Americans are vitally concerned in your defense of freedom. We 
are putting forth our energies, our resources and our organizing powers 
to give you the strength to regain and maintain a free world. We shall 
send you in ever-increasing numbers, ships, planes, tanks, guns. That is 
our purpose and our pledge.” 

In fulfilment of this purpose we will not be intimidated by the threats 
of dictators that they will regard as a breach of international law or as 
an act of war our aid to the democracies which dare to resist their aggres- 
sion. Such aid is not an act of war, even if a dictator should unilaterally 
proclaim it so to be. 

And when the dictators—if the dictators—are ready to make war upon 
us, they will not wait for an act of war on our part. 

They did not wait for Norway or Belgium or the Netherlands to com- 
mit an act of war. Their only interest is in a new one-way international 
law which lacks mutuality in its observance and therefore becomes an 
instrument of oppression. The happiness of future generations of Ameri- 
cans may well depend on how effective and how immediate we can make 
our aid felt. No one can tell the exact character of the emergency situ- 
ations that we may be called upon ro meet. The nation’s hands must not 
be tied when the nation’s life is in danger. 

Yes, and we must prepare, all of us prepare, to make the sacrifices that 
the emergency—almost as serious as war itself—demands. Whatever 
stands in the way of speed and efficiency in defense, in defense prepara- 
tions at any time, must give way to the national need. 

A free nation has the right to expect full cooperation from all groups. 
A free nation has the right to look to the leaders of business, of labor and 
of agriculture to take the lead in stimulating effort, not among other 
groups but within their own groups. 
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The best way of dealing with a few slackers or trouble-makers in our 
midst is, first, to shame them by patriotic example, and if that fails, to 
use the sovereignty of government to save government. 

As men do not live by bread alone, they do not fight by armaments 
alone. Those who man our defenses and those behind them who build our 
defenses must have the stamina and the courage which come from un- 
shakeable belief in the manner of life which they are defending. The 
mighty action that we are calling for cannot be based on a disregard of 
all the things worth fighting for. 

The nation takes great satisfaction and much strength from the things 
which have been done to make its people conscious of their individual 
stake in the preservation of democratic life in America. Those things 
have toughened the fiber of our people, have renewed their faith and 
strengthened their devotion to the institutions we make ready to protect, 

Certainly this is no time for any of us to stop thinking about the social 
and economic problems which are the root cause of the social revolution 
which is today a supreme factor in the world. For there is nothing mys- 
terious about the foundations of a healthy and strong democracy. 

The basic things expected by our people of their political and economic 
systems are simple. They are: 

Equality of opportunity for youth and for others. 

Jobs for those who can work. 

Security for those who need it. 

The ending of special privilege for the few. 

The preservation of civil liberties for all. 

The enjoyment of the fruits of scientific progress in a wider and constantly 

rising standard of living. 

These are the simple, the basic things that must never be lost sight of 
in the turmoil and unbelievable complexity of our modern world. The 
inner and abiding strength of our economic and political systems is 
dependent upon the degree to which they fulfil these expectations. 

Many subjects connected with our social economy call for immediate 
improvement. As examples: 

We should bring more citizens under the coverage of old-age pensions 
and unemployment insurance. 

We should widen the opportunities for adequate medical care. 


We should plan a better system by which persons deserving or needing 


gainful employment may obtain it. 


I have called for personal sacrifice, and I am assured of the willingness | 


of almost all Americans to respond to that call. A part of the sacrifice 


cent 
we 
frier 


its 1 
guid 
whe: 
keer 

T 


oe - 





83 


means the payment of more money in taxes. In my budget message I will 
recommend that a greater portion of this great defense program be paid 
for from taxation than we are paying for today. No person should try, 
or be allowed, to get rich out of the program, and the principle of tax 
payments in accordance with ability to pay should be constantly before 
our eyes to guide our legislation. 

If the Congress maintains these principles the voters, putting patriotism 
ahead of pocketbooks, will give you their applause. 

In the future days which we seek to make secure, we look forward to 
a world founded upon four essential human freedoms. 

The first is freedom of speech and expression—every where in the world. 

The second is freedom of every person to worship God in his own 
way—everywhere in the world. 

The third is freedom from want, which, translated into world terms, 
means economic understandings which will secure to every nation a 
healthy peace-time life for its inhabitants—everywhere in the world. 

The fourth is freedom from fear, which, translated into world terms, 
means a world-wide reduction of armaments to such a point and in such 
a thorough fashion that no nation will be in a position to commit an act of 
physical aggression against any neighbor—anywhere in the world. 

That is no vision of a distant millenium. It is a definite basis for a kind 
of world attainable in our own time and generation. That kind of world 
is the very antithesis of the so-called “‘new order” of tyranny which the 
dictators seek to create with the crash of a bomb. 

To that new order we oppose the greater conception, the moral order. 
A good society is able to face schemes of world domination and foreign 
revolutions alike without fear. 

Since the beginning of our American history we have been engaged in 
change, in a perpetual, peaceful revolution, a revolution which goes on 
steadily, quietly, adjusting itself to changing conditions without the con- 
centration camp or the quicklime in the ditch, The world order which 
we seek is the cooperation of free countries, working together in a 
friendly, civilized society. 

This nation has placed its destiny in the hands, heads, and hearts of 
its millions of free men and women, and its faith in freedom under the 
guidance of God. Freedom means the supremacy of human rights every- 
where. Our support goes to those who struggle to gain those rights and 
keep them. Our strength is our unity of purpose. 

To that high concept there can be no end save victory. 
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ADDRESS TO THE ITALIAN PEOPLE BY 
PRIME MINISTER CHURCHILL! 


DECEMBER 23, 1940 


Tonight I speak to the Italian people and I speak to you from London, 
the heart of the British islands and of the British Commonwealth and 
Empire. I speak to you in what the diplomatists call “words of great 
truth and respect.” 

We are at war. That is a very strange, and terrible thought. Whoever 
imagined until the last few melancholy years that the British and Italian 
nations would be trying to destroy one another? We have always been 
such friends. 

We were the champions of the Italian Resorgimento. We were the 
partisans of Garibaldi. We were the admirers of Mazzini and Cavour— 
all that great movement toward the unity of the Italian nation which 
lighted the nineteenth century was aided and was hailed by the British 
Parliament and British public. 

Our fathers and our grandfathers longed to see Italy freed from the 
Austrian yoke and to see all minor barriers in Italy swept away so that 
the Italian people and their fair land might take an honored place as one 
of the leading powers upon the Continent and as a brilliant and gifted 
member of the family of Europe and of Christendom. 

We have never been your foes till now. In the last war against the 
barbarous Huns we were your comrades. For fifteen years after that war, 
we were your friends. Although the institutions which you adopted after 
that war were not akin to ours and diverged, as we think, from the 
sovereign impulses which had commanded the unity of Italy, we could 
still walk together in peace and good will. Many thousands of your 
people dwelt with ours in England; many of our people dwelt with you 
in Italy. 

We liked each other. We got on well together. There were reciprocal 
services, there was amity, there was esteem. And now we are at war— 
now we are condemned to work each other’s ruin. 

Your aviators have tried to cast their bombs upon London. Our armies 
are tearing—and will tear—your African empire to shreds and tatters. 
We are now only at the beginning of this somber tale. Who can say where 
it will end? Presently, we shall be forced to come to much closer grips. 
How has all this come about, and what is it all for? 








1Text supplied by The British Library of Information, New York. 
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Italians, I will tell you the truth. 

It is all because of one man—one man and one man alone has ranged 
the Italian people in deadly struggle against the British Empire and has 
deprived Italy of the sympathy and intimacy of the United States of 
America. 

That he is a great man I do not deny. But that after eighteen years of 
unbridled power he has led your country to the horrid verge of ruin— 
that can be denied by none. 

It is all one man—one man, who, against the crown and royal family 
of Italy, against the Pope and all the authority of the Vatican and of the 
Roman Catholic Church, against the wishes of the Italian people who 
had no lust for this war; one man has arrayed the trustees and inheritors 
of ancient Rome upon the side of the ferocious pagan barbarians. 

There lies the tragedy of Italian history and there stands the criminal 
who has wrought the deed of folly and of shame. 

What is the defense that is put forward for his action? It is, of course, 
the quarrel about sanctions and Abyssinia. Let us look at that. 

Together after the last war Italy and Britain both signed the covenant 
of the League of Nations, which forbade all parties to that covenant to 
make war upon each other or upon fellow-members of the League, and 
bound all signatories to come to the aid of any member attacked by 
another. 

Presently Abyssinia came knocking at the door, asking to be a member. 
We British advised against it. We doubted whether they had reached a 
stage in their development which warranted their inclusion in so solemn 
a pact. But it was Signor Mussolini who insisted that Abyssinia should 
become a member of the League and who, therefore, bound himself and 
bound you and us to respect their covenanted rights. 

Thus the quarrel arose; it was out of this that it sprang. And thus, 
although no blood was shed between us, old friendships were forgotten. 

But what is the proportion of this Abyssinian dispute arising out of the 
covenant of the League of Nations, to which we had both pledged our 
word; what is it in proportion compared to the death grapple in which 
Italy and Britain have now been engaged? 

[ declare—and my words will go far—that nothing that has happened 
in that Abyssinian quarrel can account for or justify the deadly strife 
which has now broken out between us. 

Time passed. Then the great war between the British and French 
democracies and Prussian militarism or Nazi overlordship began again. 
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Where was the need for Italy to intervene? Where was the need to 
strike at prostrate France? Where was the need to declare war on Britain? 
Where was the need to invade Egypt, which is under British protection? 

We were content with Italian neutrality. During the first eight months 
of the war we paid great deference to Italian interests. But all this was 
put down to fear. We were told we were effete, worn out, an old chatter- 
box people mouthing outworn shibboleths of nineteenth-century liberalism, 

But it was not due to fear. It was not due to weakness. The French 
Republic for the moment is stunned. France will rise again. But the 
British nation and Commonwealth of Nations across the globe, and in- 
deed I may say the English-speaking world, are now aroused. They are 
on the march or on the move. All the forces of modern progress and of 
ancient culture are ranged behind them. 

Why have you placed yourselves, you who were our friends and might 
have been our brothers, why have you placed yourselves in the path of 
this avalanche, now only just started from its base to roll forward on its 
predestined track? Why, after all this, were you made to attack and 
invade Greece? I ask why, but you may ask why, too, because you were 
never consulted. The people of Italy were never consulted. The Army of 
Italy was never consulted. No one was consulted. 

One man, and one man alone, ordered Italian soldiers to ravage their 
neighbor’s vineyard. 

Surely the time has come when the Italian monarchy and people, who 
guard the sacred center of Christendom, should have a word to say upon 
these awe-inspiring issues. Surely the Italian Army, which has fought so 
bravely on many occasions in the past but now evidently has no heart for 
the job, should take some care of the life and future of Italy. 

I can only tell you that I, Churchill, have done my best to prevent this 
war between Italy and the British Empire, and to prove my words I will 
read you the message which I sent to Signor Mussolini in the fateful days 
before it began. Cast your minds back to the sixteenth of May of this 
year, 1940. The French front had been broken; the French Army was 
not yet defeated; the great battle in France was still raging. Here is the 
message which I sent to Signor Mussolini: 

Now that I have taken up my office as Prime Minister and Minister of 
Defense, I look back to our meetings in Rome and feel a desire to speak words 
of good will to you, as chief of the Italian nation, across what seems to be a 
swiftly widening gulf. Is it too late to stop a river of blood from flowing be- 
tween the British and Italian peoples? 
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We can, no doubt, inflict grievous injuries upon one another and maul each 
other cruelly and darken the Mediterranean with our strife. If you so decree, 
it must be so. But I declare that I have never been the enemy of Italian great- 
ness, nor ever at heart the foe of the Italian law-giver. It is idle to predict the 
course of the great battles now raging in Europe. But J am sure that whatever 
may happen on the Continent, England will go on to the end, even quite 
alone, as we have done before; and I believe, with some assurance, that we 
shall be aided in increasing measure by the United States and, indeed, by all 


the Americas. 
I beg you to believe that it is in no spirit of weakness or of fear that I 


make this solemn appeal, which will remain on record. Down the ages, above 
all other calls, comes the cry that the joint heirs of Latin and Christian civili- 
zation must not be ranged against one another in mortal strife. Hearken to it, 
I beseech you in all honor and respect, before the dread signal is given. It will 
never be given by us. 

That is what I wrote upon the sixteenth day of May. And this is the 
reply which I received from Signor Mussolini upon the eighteenth: 

I reply to the message which you have sent me in order to tell you that 
you are certainly aware of grave reasons of a historical and contingent char- 


acter which ranged our two countries in opposite camps. 

Without going back very far in time, I remind you of the initiative taken 
in 1935 by your government to organize at Geneva sanctions against Italy, 
engaged in securing for herself a small space in the African sun without caus- 
ing the slightest injury to your interests and territories or those of others. I 
remind you also of the real and actual state of servitude in which Italy finds 
herself in her own sea. If it was to honor your signature that your government 
declared war on Germany, you will understand that the same sense of honor 
and of respect for engagements assumed in the Italian-German treaty guides 
Italian policy today and tomorrow in the face of any event whatsoever. 


That was the answer; I make no comment upon it. it was a dusty 
answer; it speaks for itself. Anyone can see who it was that wanted 
peace and who it was that meant to have war. 

One man and one man only was resolved to plunge Italy, after all 
these years of strain and effort, into the whirlpool of war. 

And what is the position of Italy today? Where is it that the Duce has 
led his trusting people after eighteen years of dictatorial power? What 
hard choice is open to them now? 

It is to stand up to the battery of the whole British Empire on sea, in 
the air and in Africa, and to the vigorous counter-attack of the Greek 
nation. Or, on the other hand, to call in Attila over the Brenner Pass with 
his hordes of ravenous soldiery and his gangs of Gestapo policemen to 
occupy, to hold down and to protect the Italian people, for whom he and 
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his Nazi followers cherish the most bitter and outspoken contempt that 
is on record between races. 

There is where one man, and one man only, has led you. And there I 
leave this unfolding story until the day comes—as come it will—when 


the Italian nation will once more take a hand in shaping its own fortunes, 
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ECONOMIC RELATIONS BETWEEN THE AMERICAS 
By Morpecat Ezexkiev 


INTRODUCTION 


Increased economic cooperation among the nations of the Americas has 
become a major issue of current policy. All citizens of the Americas who 
are awake to the present and concerned about the future understand why. 
All American nations can profit greatly from expansion in their mutual 
development and trade. The needs for this development, and the major 
ways in which it might be brought about, were clearly and forcefully stated 
in a recent speech by Henry A. Wallace. This talk provides an excellent 
introduction to the subsequent more detailed exploration of the economic 
aspects of this problem of.present and future inter-American economic 
relations. 
PAN AMERICAN DEFENSE 


(Radio address by Henry A. Wallace, October 11, 1940) 

Tonight is the eve of Columbus Day, when we celebrate the genius of the 

reat Italian and the courage and vigor of old Spain. Through them the 
Sane Hemisphere was opened to become the home of free men and free 
nations. Tomorrow President Roosevelt is going to talk with you about the 
measures for military defense of this hemisphere against the tyranny that has 
risen in Europe. This evening I want to speak more particularly of the other 
elements that will help to maintain our security in the Americas. 

In the last outposts of liberty on the edge of Europe and far across the 
world in the interior of China, brave men are fighting desperately to turn 
back the tide of conquest. We are beginning to hope that with the help of 
materials from the Western Hemisphere, those brave peoples may yet hold 
their own. 

If England and China can defend themselves we may not have to fight on 
our own shores in a last stand of free men on earth. But we must not be con- 
tent to hope that others will win security for us, without effort on our part. 
To assure peace in this hemisphere, it is the part of simple prudence to pre- 
pare an inner line of defense for America, a fortress of strength in case of 
dire need. 

America, as we must know, is not only the United States. The citadel of 
liberty is all America from the Arctic Ocean to the Antarctic. We cannot 
afford to abandon to the common enemy any part of the South American 
continent, that would serve as a base for further aggression. We must not 
let the aggressors divide and conquer here, as they divided and conquered on 
the continent of Europe. 

Let me quote the plans of the dictator, as he told them to Herman Rausch- 
nigg, when Rauschnigg was President of the Senate of Danzig. 

“We shall create a new Germany in South America. We must strengthen 
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these people’s clear conscience, so that they may be enabled to throw both 
their liberalism and their democracy overboard.” 

As to Mexico, he said “Mexico is a country that cries for a capable master, 
With the treasure of Mexican soil, Germany could be rich and great. Why 
do we not tackle this task?” 

I have quoted these sayings of the dictator, because they illustrate .the 
reason for our Pan American policy of defense. Our own interests and the 
interests of all the American nations are the same in the face of these threats, 
We want them to be free and strong, and they want us to be free and strong, 
for we cannot be secure unless our neighbors are secure. 

For the United States, if we regard only our own safety, it is safer and 
cheaper to defend a distant front line, made up of the Atlantic and Pacific 
oceans, than to withdraw into ourselves and submit to the bombing of our 
cities and the blockading of our coasts. Within the hemisphere, if it should 
come to that, we can find all the materials we must have for defense and 
economic life. We must plan to hold all America free. 

Let us have no delusions that the task would be an easy one, if England 
and China were to fall. The combined industrial power of Europe is greater 
than our own. Europe can produce twice the coal, five times the merchant 
ships, twice the naval vessels that we can produce at the present time. On 
the other hand, the Americas have most of the surplus food, four-fifths of 
the petroleum, and a large share of other raw materials that the world needs, 
These rich resources the aggressors will grab unless we can organize to 
protect them. 

Defense by military force alone is not enough in face of total war as it is 
waged by the dictators. We must have an impregnable defense on three 
levels, military, economic, and moral, or the aggressor will outflank us and 
strike through our weakest point, even as he outflanked the Maginot line. 

We can take satisfaction in the condition of trust and friendship that exists 
among the nations of America. Friendship and trust are fundamental, for 
without them neither military nor economic cooperation would be possible, 

While Europe has suffered war after war on a continental scale, the Amer- 
icas have had 120 years of almost unbroken peace among themselves. Our 
own unfortified land frontiers are symbols of a mutual trust that would be 
incomprehensible in Europe. 

The past record of the United States, before 1933, gave some cause for 
suspicion and distrust among our neighbors to the south. At Montevideo the 
United States agreed with the other American republics that no State has the 
right to intervene in the internal affairs of another. By this action we re 
moved the greatest single obstacle to inter-American cooperation. For seven 
years this country has been diligently building good will, under the farseeing 
policies of Secretary Hull and President Roosevelt. The result has been a 
solidarity of feeling and action that could not have been obtained ten years 
ago. 
a Buenos Aires, in 1936, all the American nations agreed to work to- 
gether for their common interests. At Lima in 1938, in face of active hostile 
propaganda by the totalitarian powers, Secretary Hull obtained a Pan 
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American agreement for consultation of all American governments in case of 
dangers from abroad. The dangers quickly appeared and grew more menac- 
ing, and consultations were held at Panama and then at Habana. 

At Panama the conference adopted a common policy of neutrality for the 
Americas. At Habana the American nations agreed on economic coopera- 
tion, and established a method for preventing any of the aggressor nations 
taking possession of European colonies in this hemisphere. The other Ameri- 
can governments authorized the United States to take emergency action for 
the protection of such colonies, if necessary. 

We can well be proud that our neighbors to the South who do not have our 
military or industrial strength, have trusted us to act for them in emergencies, 
and to take no unfair advantage of our power. They trust and believe that 
the American people will not repudiate the new evidences of unselfish friend- 
ship that they have seen in these last seven years. They know very little 
about our internal problems. To them, the honesty of our intentions is sym- 
bolized by the statesmanship of Mr. Hull and Mr. Roosevelt. 

On the foundation of confidence that has now been created by them, all 
the American nations can go on to cement the solidarity of this hemisphere 
by building more intimate contacts with one another. 

Germany has long provided tourist marks at prices below the prevailing 
exchange rate, in order to draw foreign tourists and extend her influence. We 
must meet this competition by continuing the improvement of travel facilities 
by sea, by air, and by land, and by giving careful — to showing our 
visitors every hospitality. Congress has provided money for bringing students 
to this country. We shall need a large increase in the present system of student 
exchanges. 

The vast majority of the people of the United States have always been 
friendly to the Central and South Americans. We have honored the names of 
Juarez and Bolivar, and the heroic struggles by which the southern nations 
liberated themselves from European control. But the majority of our people 
have not known how to begin getting acquainted with our neighbors to the 
south. Now, I am told, Spanish language books are sold out in many of our 
stores. The Reader's Digest is being printed in a Spanish edition. Motion pic- 
tures and radio are turning attention toward South America. These friendly 
overtures are being met by efforts in one South American nation after another, 
to establish closer cultural contacts with us. 

The President has appointed Mr. Nelson Rockefeller as Coordinator of 
Commercial and Cultural Relations between the Americas. His job is to enlist 
the cooperation of private citizens and organizations, business and cultural 
agencies, so as to build a broad foundation of friendly understanding for the 
Government’s policy of Pan American solidarity. 

There is no more important patriotic service, and no service that will yield 
greater returns for our national security, than for each one of us to help in 
whatever way we can to build this great network of mutual understanding and 
trust throughout the Americas. 

With the good beginning that has already been made, we are in a position 
to make plans for economic defense of the hemisphere, in case we should be 
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faced with a hostile totalitarian world at the end of the European campaign, 

The economic front constitutes our greatest weakness if we fail to use it 
properly. And yet it can be our greatest strength if we, of the Americas, 
organize our resources to the best advantage. 

Some of the countries in both North and South America are organized to 
produce a surplus of certain raw materials for export. The less of foreign 
markets for this accustomed export trade is bound to cause distress. This is 
the weak point in our economic defense. Some of the countries of this hemi- 
sphere depend 70 or 80 per cent on their export trade to supply them with 
goods that they cannot do without. The United States is more nearly self- 
sufficient, but we too have serious disturbances of our prosperity, in the 
districts that have depended on exports now blocked by war. The most dif- 
ficult problems are found in a few strongly competitive products, such as 
wheat and cotton, which are exported from both North and South America, 

We must find ways to avoid unbearable distress from these surplus materi- 
als, that might drive one nation or another into the arms of the dictators. But 
we must see the defense problem as a whole. We must recognize that the 
expense of handling some embarrassing surplus may be the means of saving 
far greater losses in the larger picture, even the means of saving ourselves 
from disaster. We must, if we are to be secure, solve the export problems by 
methods that do not betray us, or any of our friends, into the hands of the 
dictators. 

The free nations of the world are drawing closer together in face of the 
common danger, and even if the danger should happily disappear, I hope we 
shall not lose sight of the opportunities for cooperation that have been opened 
to us. There are many possibilities of larger exchange of products among the 
American nations that we should now undertake to develop. 

We should encourage the development of raw materials in South America 
that we now import Son overseas. We need, and are going to have a tin re- 
fining industry to use the tin of Bolivia. Our Department of Agriculture has 
lent scientists to help in rubber production in several South American countries. 
We are also exploring the possible locations for expanding the production of 
cubé, from which we get a powerful insecticide; of abac4, the source of 
Manila hemp; of cinchona, for quinine; and of other tropical materials that 
we can buy in large amounts. There are many minerals besides tin that we 
need for our defense, that can be most securely obtained in this hemisphere— 
nickel and ferrograde manganese for special steels, chromite, tungsten, an- 
timony, mercury, mica. All the way from Chile to Canada are minerals that 
will strengthen the economic and military security of the American nations. 

We need also to help more wisely in building industrial enterprises in 
Central and South America. In the past, interest and financing charges have 
often been so high that few industries could have hoped to carry the burden 
of overhead expense. The additional half billion dollars of lending power im 
the Export-Import Bank will enable us to promote new industry and trade on 
terms that will give the borrowers a chance to succeed. We shall profit 
largely by developing industry and wealth to the south of our borders. Our 
trade with Canada shows what we may expect. Canada is the most industrial- 
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jzed nation next to ourselves in this hemisphere, and Canada is our best 
customer. 

In addition to promoting cultural relations and private trade among the 
American nations, we may find it desirable and possible to dispose of some 
of the surplus temperate-zone products by swapping them with the govern- 
ments of the tropical American countries for use in relieving poverty. Our 
stamp plan and school lunch plan in this country are proving to be a great 
and growing success, and they have aroused deep interest in South and 
Central America. We might extend these plans, for example, by swapping 
surplus prunes and raisins to Brazil for cocoa which we could use in lunches 
for needy school children here. Brazil would distribute the prunes and raisins 
by a system of her own. Similar trades can be arranged among the other 
nations, for products that they can use for distribution to their own people. 
In this way by raising the — standards of many nations, we can get rid of 
a good part of the products of the one-crop areas, and adjust ourselves to 
that extent without regard to what happens in Europe. 

But, in case of a defeat of England and China, we shall have to face boldly 
the problem of how to deal with the dictator continents and still keep our 
independence. There can be no escape from the hard necessity of uniting our 
trade with that of other free nations, in order to match the power of conti- 
nental monopolies directed by an unscrupulous overlord. 

Ve cannot foresee today the exact conditions that may face us next year. I 
do not welcome the prospect of a world that may require a close and arbitrary 
control of foreign trade for our security. I hope that the danger of such a 
world may be warded off by the early breakdown of the plans of the dictators. 
But we know beyond a doubt that they are planning to organize the trade of 
Europe, Asia, and Africa for world power and domination. 

The dictators do not trade for money profit. They trade to gain power, to 
trap men and nations and conquer them without war, to betray those who 
seek profit in dealing with them. Everyone who has seen the fate of Norway 
and France, knows that we dare not forget the old adage: He that sups with 
the devil needs a long spoon. No private financier, no corporation, and no 
nation acting alone, is big enough to have dealings with the dictator without 
the constant danger of betrayal. We must recognize that our only protection 
against lies, forgeries, subtle corruption and deceit from abroad, is to be found 
in our own constant vigilance—especially this month, as we prepare for our 
democratic day of decision here in this country. 

We are face to face with the greatest crisis of modern history, in which 
the United States, as the strongest free nation of the world, must play its 
part wisely and bravely. We do not know what good or evil news may come 
over the air this very night or on any night in the months to come. We know 
only that it is our duty to prepare for the worst that might happen. We must 
bind to ourselves in common bonds of mutual protection the free nations of this 
hemisphere. We have already, by sincere good will and skillful statesman- 
ship, built up a new and friendly attitude among the American nations and 
toward the United States. We must go on to build a broad band of cultural 
ties to reinforce that friendship, and then to construct a strong and flexible 
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economic defense, that cannot be broken by the unscrupulous dictators. We | 


may well be proud of the progress that has already been made toward con. 
tinental security under the skillful leadership of Secretary Hull and President 
Roosevelt. 


2. Basic ELeEMENts or Economic Lire IN THE AMERICAS 


Much has been written about commerce between the American nations, 
yet the citizens of most American nations know relatively little about the 
other nations or their citizens. We must understand what these nations are 
before we can discuss intelligently their past commercial relations or the 
possibility of future growth of economic cooperation among them. Let us 
therefore survey briefly the resources and people of the several American 
countries, and the way they live. That will give us a firmer basis for our 
subsequent discussions. 


People 
People and land are the two fundamental factors in human life, The 
three American regions differ widely in their distribution of people. In 
North America, Canada and the United States are characterized by 


thickly-settled industrial areas, many large industrial centers, large fertile | 


agricultural regions fairly thickly settled, and by wide areas of very thinly 
populated range, forests, desert, or waste. Mexico is somewhat similar, 
with less industry and more wasteland. South America, on the contrary, 
has its industrial regions largely centered in a few large metropolises, 
usually located on the ocean or at some major port, with the remaining 
population thinly spread over large areas of tropical forest, mountains or 
plains. Only in Argentina, Uruguay, and southern Brazil, in the areas of 
more temperate climates, are there large, rich agricultural regions reason- 
ably thickly populated, similar to those of North America. In Central 
America and the Caribbean Islands there is still a third type of population 
distribution, with densely populated agricultural regions in the tropical 
lowlands in most countries, and with much more sparsely populated high- 
lands and plateaus behind the coasts. 

The size of the countries in each of these regions, in terms of population, 
may be roughly summarized as follows: 

1 These are the latest census figures or estimates for each country. See 


Joan Raushenbush, Look at Latin America, p. 11, and Foreign Commerce Year- 
book, Washington, 1938. 
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Altogether, there are about 275,000,000 people living in the Americas. 
Three-fifths of these are in North America, about one-third in South 
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America, and the remaining 8 per cent in Central America and the West 
Indian Islands. 

Out of the twenty-two countries listed, ten include the bulk of the 
population. These include the United States, Mexico, and Canada in 
North America; Brazil, Argentina, Colombia, Peru, and Chile in South 
America; and Cuba and Guatemala in the Caribbean region. About 90 
per cent of the entire population of the Americas lives in these ten coun- 
tries. 

The people of America are composed largely of persons of American, 
European, or African ancestry, or of various blendings of these. The 
countries in the colder regions—Canada, the United States, Argentina, 
Chile, and Uruguay—are populated largely by whites of European ances- 
try, the proportion of nonwhites being only 2 per cent in Canada and 4 per 
cent in Argentina. Negroes in the southern portion of the United States 
contribute largely to the 11 per cent of its nonwhite population. 

In the more northern South American countries, persons wholly or 
partially of native American ancestry make the major part of the popula- 
tion. These include descendants of the Incas of Peru, the Guarani of Para- 
guay, and the Araucanians of Chile, each of whom had highly developed 
civilizations before the first European explorations or settlements. Brazil 
and Colombia have about one-third white population, with many Indians 
and Negroes. Ecuador, Bolivia, and Paraguay have half or more of their 
population of full-blood native Americans, with only 10 to 15 per cent 
white. Peru has almost half pure-blood natives, about 10 per cent white, 
and the rest mixed. These countries, largely mountainous, reflect the per- 
sistence of the native races which inhabited America before the white 
invasions. Mexico has about 20 per cent whites, 37 per cent Indians, and 
the balance mixed. The strength of the old Aztecs, Toltecs, and other 
native Mexican races, is still reflected in their descendants of today. In the 
Central American countries and the Caribbean countries (except Cuba) 
mixed bloods predominate. 

The education of the people of the various American countries varies 
widely. Only about one adult out of twenty is illiterate in the United 
States and Canada. In Argentina and Chile, only about one out of four is 
illiterate. The proportion is also low in Costa Rica and Uruguay. In many 
South and Central American countries, about two out of four adults are 
illiterate. In some countries with vast isolated areas of tropical forest or of 
mountains, such as Brazil and Bolivia, seven or eight out of ten adults are 
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illiterate. Within recent decades, however, many Central and South 
American countries have greatly expanded their elementary school sys- 
tems. The proportion of the total population attending elementary school 
is almost as high in Argentina as in the United States, and the proportions 
in Chile, Panama, Mexico, Paraguay, Costa Rica, and Cuba, compare 
favorably with these leaders.” This vigorous educational effort will do 
much to provide the people of these countries the mental equipment for 
more rapid future progress. 

The occupations of the people also varies widely between countries. In 
Argentina and Chile in the south, and the United States and Canada in the 
north, industry, trade, and transportation occupy the largest portion of the 
population, while only one-fifth to one-third are engaged in agriculture. In 
other countries, farming and ranching are relatively more important, with 
half the people in Cuba, two-thirds in Colombia, and three-quarters or 
more in Brazil, Peru, and Mexico, directly or indirectly dependent on 
farming or ranching for their livelihoods. 


Land 


When we compare the American nations in terms of land area instead 
of population, we find the distribution greatly different, with the South 
American nations, in particular, occupying countries of vast dimensions, 
only partially settled as yet, and in many cases of great unexplored or un- 
known future potentialities. In the West Indian islands, on the contrary, 
there are concentrations of rural population far higher than in any agri- 
cultural regions in the temperate zones of the Americas, frequently exist- 
ing under conditions of gruelling poverty. 

The land area of the countries in each of the three regions is as follows:* 





Million 
NortH AMERICA square miles 
Canada (including Newfoundland and Labrador) . . . 3.6 
United States (including Alaska). ......... 3.6 
. 's. ah -6 “aac eee gk ote eee 0.8 
Total 8.0 


2 Joan Raushenbush, Look at Latin America, pp. 46-47. 

8 These are the areas as given in the Foreign Commerce Yearbook, 1938, p. 
386. Future definition or changes in precise borders may shift some of these 
areas somewhat. 
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The total distribution of American land between the three areas is thus 
52 per cent for North America, 46 per cent for South America, and only 2 
per cent for Central America and the West Indies. The density of popula- 
tion varies widely within each group. South America as a whole is the least 
densely populated, most of its countries having less than fifteen persons per 
square mile, on the average. Canada is even less thickly settled, with only 
three persons per square mile. Mexico, with twenty-five, and the United 
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States with forty-four, are relatively much more heavily settled. The Cen- 
tral American countries, with thickly settled coasts but thinly populated 
plateaus and back country, run around twenty persons per square mile, 
except for seventy-one in Guatemala and one hundred twenty-four in El 
Salvador. The West Indies as a whole are very densely inhabited, running 
from eighty-two persons per square mile in the Dominican Republic, and 
ninety-three in Cuba, up to 525 in Puerto Rico and 1,684 in Bermuda. 

More important than total land area, though, is the land in agricultural 
use, and the additional unused areas fit for such use. In Canada and the 
United States, the best land is already in cultivation, amounting to 27 per 
cent of the total land area in the United States and 10 per cent in Canada. 
Argentina resembles Canada, with 11 per cent of her area in cultivation. 
But while the United States and Canada already till a half and a third of 
their potentially arable land, Atgentina, with 75 per cent of her area poten- 
tially tillable, has vast yncropped areas. Uruguay’s land use and resources 
parallel those of Argentina. Mexico cultivates 6 per cent of her land, out of 
a much larger area that might be brought into use by irrigation or other 
development. Brazil has only 1.6 per cent of her vast area under cultivation, 
while over half of it might ultimately be cropped. Chile and Peru, on the 
contrary, which have only between 1 and 2 per cent of their area in cultiva- 
tion, are so mountainous that it has been estimated that only about 8 per 
cent of their total areas could be used, even if fully developed. The picture 
of land use thus parallels that of population make-up. In the temperate 
regions, North and South, largely occupied by persons of European ances- 
try, the best land is in use—more in crops in North America, more in pas- 
ture and range in the South. In these regions there are relatively large cul- 
tivated areas per capita of the entire population—nineteen acres in Canada, 
six in Argentina, three in the United States, and two in Uruguay. The 
tropical areas, especially the great Amazon basin, are only lightly cropped, 
and offer vast possibilities for more intensive development. The more 
mountainous regions, occupied largely by native Americans, are less 
heavily cropped, but are strictly limited in their potential agricultural 
development. Both in the tropics and in the more mountainous countries, 
the cultivated area per capita is low, varying from 1.5 in Mexico down to 
0.7 in Brazil, and 0.6 in Peru. In the West Indian islands, the scanty data 
available indicate a heavy use of land, with almost all the available land in 
use, and with a very small area of crop land per person. 
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Mineral Resources 


While the mountainous countries of America are poor in land, many of 
them are rich in mineral resources—as reflected in the gold and silver orna- 
ments which lured on the Conquistadors. More recently the discovery of 
oil has speeded the development of other areas. Several American countries 
with small agricultural resources have largely fed and clothed themselves 
from the returns from their mineral exports. Copper and nitrates from 
Chile, tin and other minerals from Bolivia, and petroleum from Venezuela, 
have been outstanding in this group. In each of these cases, however, the 
mineral resources have been developed largely by foreign capital, and a 
considerable proportion of the value of the exports has gone to support the 
investors in other lands. Other more fortunate countries have had minerals 
in addition to more or Jess adequate agricultural resources. In Mexico, 
production, refining, and export of gold and silver, petroleum and its 
products, lead, zinc, copper, and other minerals, are major industries, 
while her iron and steel manufacture has expanded rapidly to a point where 
it covers almost three-quarters of her domestic requirements.* In Colom- 
bia, gold and platinum are important, though less so than coffee. Petroleum 
and cyanide precipitates are important additions to Ecuadoran cacao beans 
and coffee as exports. Brazil has the world’s richest undeveloped deposits 
of high-grade iron ore, plus some coal and manganese, as well as gold and 
silver. Only manganese has been exported in any quantity. Brazilian pro- 
duction of pig iron, though increasing rapidly in recent years, has only been 
sufficient to provide for about one-fifth of her own requirements. 

Some mineral deposits, especially of precious metals, have been dis- 
covered in the Central American countries, but only in Honduras and 
Nicaragua do they contribute a substantial portion of exports. Even there, 
they rank far below bananas and coffee, the great source, together with 
cacao beans, of Central American wealth. The Caribbean islands have even 
less mineral resources. Quantities of various minerals are exported from 
Cuba, but they are insignificant in value compared with sugar and other 
agricultural products. 

The mineral resources of Central and South America have probably only 
been scratched as yet, in contrast to the development in the United States. 
The relative importance of mineral output in the United States and Canada, 


4In 1938, Mexico produced 111,092 metric tons of iron, and imported 
only 40,457 metric tons of iron and steel bars, sheets and semi-manufactures. 
Revista de Estadistica, July, 1939. 
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in contrast with that of all other American countries combined, is shown 
by the following brief tabulation: 


MINERAL PRODUCTION AND ENERGY RESOURCES 
IN PER CENT OF WORLD TOTAL 











Other 

Product American 

US.A. Canada® countries 

per cent per cent per cent 

eis ot Whig Oe 62.6 — 15.4 
hacia. Aa oak a 35.2 0.8 ret 
Pe 36.4 1.0 0.1 
Coal & lignite’... .. 29.0 0.9 0.2 
i 47.0 5.6 24.0 
ge xy che Bee 26.2 8.5 43.0 
OS aA ark gs Me ate 11.4 11.4 6.3 
a ree — — 22.8 
Nickel® 0.2 88.5 0.1 
ae en 13.4 — 4.5 
Water power, developed . 28.5 13.2 2.8 





The countries south of the Rio Grande now produce two-fifths of the 
world’s silver, nearly one-quarter of its copper and its tin, one-seventh of 
its petroleum, and important quantities of mercury. Canada is the world’s 
dominant source of nickel, produces more gold, pig iron, coal, and water- 
power than all the countries south of the United States, and one-twentieth 
of the world’s copper. The United States itself is the largest mineral pro- 
ducer in the world, producing nearly two-thirds of the world’s output of 
petroleum, and one-quarter to one-half of its iron, coal, copper, silver, and 
water power. The mountain ranges of Mexico and Central America, and 


5 Including Newfoundland and Labrador. 
6 Data for year of largest world production. See Minerals Yearbook, Wash- 
ington, 1939, pp. 561-567. 

7 Data for 1937. See Minerals Yearbook, Washington, 1939, pp. 811-812. 
8 Data for 1925-29 average. See Minerals Yearbook, Washington, 1939, p. 688. 
® Data for 1937. See Minerals Yearbook, Washington, 1939, p. 606. 

10 Data for 1936. See Minerals Yearbook, Washington, 1939, p. 666. 
Sources: Unless otherwise stated, Foreign Commerce Yearbook, Washington, 


1938, pp. 414, 418, 429. 
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the great ranges of the Andes are geologically part of the same structure 
as are the Rockies of the United States. This suggests the mineral wealth 
that still remains to be discovered and exploited in those regions, and the 
vast industries that might be based upon them there. The United States is 
even more fortunate than South America in its great Appalachian and mid- 
western deposits of hard and soft coals, oil, and gas. 

Less than 2 per cent of the estimated potential horsepower of Mexico, 
Central America, and South America has yet been developed.’ Oil, water 
power, and electricity may provide the basis for a future industrial develop- 
ment based on South American mineral resources, which will rival that of 
the United States. 


Production, Income, and Standards of Living 


There is great diversity among the people and resources of the American 
nations. They vary between highly developed societies in some countries, 
advanced both industrially and agriculturally; colonial economies in other 


areas, dependent upon the more or less intensive production of tropical or 


subtropical agricultural products; and mineral economies in others, de- 
pendent upon the production and export of mineral products, either as ores 
or refined. [n both the colonial and the mineral economies, there are in 
many cases also large areas where the inhabitants are little affected by the 
mining and industry elsewhere, and live in quite primitive conditions. 
Information is inadequate for an exact comparison of the production and 
income of the several countries, or of their dependence on foreign trade. 
Certain rough classifications can be made, however, as follows: 
I. Countries developed both agriculturally and industrially 
(a) Including heavy and export manufactures 
United States 
Canada 
(b) Manufactures largely of consumption goods for domestic con- 
sumption 
Argentina 
Mexico 
Chile 
II. Countries primarily dependent on agricultural exports 
(a) With some manufacturing industries for home consumption 
Brazil 


Cuba 
11 Foreign Commerce Yearbook, 1938, pp. 413-414. 
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Uruguay 
Peru 
Colombia 
Paraguay 
Bolivia 
(b) With little or no industry 
Most Central American and Caribbean countries 
III. Countries primarily dependent on mineral exports 
Bolivia 
Venezuela 

The standard of living of the people in various countries differs widely 
both as between countries and within each country. In the United States, 
for example, average family income runs over $2,700 per family in such 
great metropolises as New York, Philadelphia, and Chicago. In New Eng- 
land and the great Central West as a whole, it averages over $1,800 per 
family. Yet at the same time, farm families averaged about $1,250 income, 
and farm families in the Southeast very much less than that.’* The disparity 
in living conditions is even greater in many of the Central and South 
American countries. Each of the great metropolitan centers, such as 
Buenos Aires, Rio de Janeiro, Mexico City, Santiago, Montevideo, and 
Habana, has a professional, commercial, and industrial population, many 
of whom maintain conditions of life and living standards comparable with 
those of metropolitan centers in Europe and North America. At the same 
time, many countries have large proportions of their population living in 
very primitive conditions, with malnourishment and disease widely preva- 
lent. In some of these nations, the infant mortality rate runs two to four 
times as high as in Argentina, Costa Rica, and Panama, and four to eight 
times as high as in the United States and Canada. 

The wealth of any country and the standard of living which it can main- 
tain for its workers depend in large part upon their total production of 
goods and services. Judging from the production of goods suitable for sale 
or transport, production of goods per capita of population is highest in the 
United States and Canada, running about $300 in both. Argentina comes 
next, running about half as large. Chile, with $70 per capita, and Brazil, 
with about $50, complete the list for which even rough estimates are avail- 
able. Of course, one dollar will buy much more goods in some countries 


12 National Resources Planning Board, Consumer Incomes in the United 
States, Washington, 1938. 
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than in others, but even with allowance for that, the differences in per 
capita output are great. 

More precise information is available on import and export trade. But 
some countries depend on foreign trade much more than do other countries, 
Bolivia, for example, has relatively little home production of food or manu- 
facture of industrial products. It exports almost all of its mineral produc- 
tion, and imports a large portion of its food and most of its manufactured 
products. Argentina, despite her important industrial development, ex- 
ports 33 per cent of her total national production.'* Chile exports 41 per 
cent and Brazil 34 per cent.'* The United States, in contrast, exports only 
7 to 10 per cent of her total production.'® 

Imports throw more light on the standards of living within a country 
than do the exports, as in some countries a considerable share of the value 
of the exports goes to pay interest or principal on foreign debt, profits to 


foreign investors, or freight, insurance, or other handling charges on goods 


exported and imported.!® 

Foreign trade was much higher prior to 1929 than more recently. In the 
last five years of that decade (1926-30, inclusive) Canada had the high- 
est imports per capita of any American country—$113. Argentina was 
next, with $67, then Cuba, with $56, and Uruguay, with $49. Panama, 
Chile, the United States, and Costa Rica all fell between $30 and $40 of 
imports per capita. The remaining countries mostly fell much lower, with 
Brazil, Colombia, Mexico, Peru, Paraguay, and Guatemala all having $10 
to $15 imports per capita of population. Bolivia, with $8, and Ecuador, 
with $5, were among the very lowest.!* 

With the subsequent decline both in trade volumes and commodity 
prices, import figures recently have been much lower. In the United States 
and Canada, imports for 1936, per capita, were only one-third as large as 


13 U. S. Department of Commerce, Bureau of Foreign and Domestic Com- 
merce, Commercial Travelers’ Guide to Latin America, Part Il, pp. 6-7, Wash- 
ington, 1938. 

14 These data, except for Argentina and the United States, are newly 
calculated by the author from various sources. They cover recent years, or 
averages for several years, where available. 

15 U. S. Department of Commerce, Bureau of the Census, Statistical A bstract 
of the United States, 1939, p. 461, Washington, 1940. 

16 In most Central and South American countries the value of commodity 
imports ordinarily runs about 2 /3 to 9 /10 that of commodity exports. 

17 These and other per capita averages are of course no more accurate than 
the population estimates used in calculating them. 
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before 1929. In Mexico and Cuba, they were about half as large. In South 
America as a whole they fell by one-third to one-half.'® 

Whether judged from predepression or more recent data, the per capita 
import figures, taken in conjunction with the dependence on foreign trade, 
substantiate the general situation shown by the production estimates. The 
major countries fall into about four groups, according to indicated goods 
available per capita: 

Largest per capita production: The United States and Canada. 

Next most productive (about two-thirds as large): Argentina. 

Intermediate productivity (about one-third to one-half as large): Chile 
and Cuba. 

Low productivity (one-third as large as that of the United States, or 
lower): Mexico, Colombia, Peru, and Brazil. 

Least productive per capita: Ecuador, Paraguay, and Bolivia. 

This classification must be taken as a very rough one. Inadequacy of the 
available statistics makes the position of many countries uncertain, and the 
order or class might readily be changed if fuller information could be 
secured. Most of the Central American and Caribbean countries are left 
off this list because of scanty data. Of these countries, Costa Rica, Vene- 
zuela, and Panama rank moderately high in productivity, along with Cuba. 
Honduras apparently falls in the next lower group, and the remainder in 
the last group (to judge from the international trade figures alone). 

Comparing this classification based on per capita production with the 
eatlier classification based on agricultural, mineral, and industrial re- 
sources and development, a marked correlation is apparent. The countries 
dependent primarily on mineral or agricultural exports have the lowest 
production and income per capita, while those with more industrial de- 
velopment have materially higher income. 


3. General CHARACTERISTICS OF INTER-AMERICAN TRADE 


Self-Sufficiency or Dependence on Foreign Trade 


The several American countries are in various stages of economic de- 
velopment. Countries in early stages of development usually depend upon 
the production and export of a few specialty products, agricultural or 
mineral. In exchange they import such foodstuff as they cannot grow 





“18 Panama was the sole exception, with 1936 imports almost exactly as 
high as before 1930. Dollar expenditures in the Canal Zone probably explain 
this stability. 
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readily, and most or all of their manufactured products. The United States 
was in this position during its colonial period, and in the early decades of 
the nineteenth century, exporting principally tobacco, cotton, and wheat, 
and importing coffee, sugar, cotton and wool textiles, and manufactured 
metal products. 

Later, as the population grows and as industrial plants are established, 
the processing of farm and mineral products for domestic use expands and 
foreign trade tends to become restricted to exports of those products which 
the country is peculiarly fitted to produce, and to imports of those products 
which the country cannot produce at all, or else can produce only at rela- 
tively high costs. In the United States, for example, by 1913 exports of 
farm products such as meats and other livestock products, rye and wheat, 
had declined markedly from earlier levels. Exports of other farm products, 
such as fruits and nuts, tobacco, cotton, of lumber, and of mineral products, 
such as coal, petroleum and copper, were still rising. But exports of manu- 
factured products, both of foods, textiles, machinery, and automobiles, 
were rising rapidly, and industrial exports'? were steadily becoming a 
larger part of the total, having risen from 17 per cent in 1830 to 41 per cent 
by 1910, and 60 per cent by 1930. At the same time that total exports were 
still increasing, domestic consumption was increasing still more rapidly, so 
that by 1907 only about one-tenth of the total United States production 
was for export. Meanwhile, imports had shifted largely to raw materials 
for manufacture, such as hides and leather, rubber, wool, silk, copper, tin, 
and fertilizer materials, plus exotic foodstuffs such as coffee, sugar, tea, and 
fruits and nuts. 

A high level of production for domestic consumption, and relegation of 
foreign trade to import and export of those articles which the country is 
poorly fitted or exceptionally well fitted, respectively, to produce, are 
characteristic of countries in a relatively advanced stage of economic de- 
velopment. 

The usual economic development of a country can be restricted or 
diverted into uneconomic channels by the pressure of tariffs, quotas, bi- 
lateral agreements, or other controls over foreign trade which deflect both 
trade and industry from their normal growth. During the past two decades, 
for example, high tariffs and subsidies to producers of wheat and sugar 





19 This term here is used to cover semi-finished and finished manufactures, 
exclusive of manufactured foodstuffs. The data for 1910 cover the years 1906- 
10, and for 1930, 1926-30. See Statistical Abstracts of the United States,1939, 


P- 474. 
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have expanded their output in those consuming countries of the world 
which are least well suited to their production, and could produce them 
only at high cost, and has forced the curtailment of production in those 
exporting countries which can produce them most readily and cheaply.?° 
Likewise, the depressed conditions of the thirties and the lack of availabil- 
ity of investment capital has retarded the industrial development in many 
new countries. The effect of these special interventions upon the Ameri- 
can countries will be considered separately in a later section. 

The position of the various American countries with respect to the stage 
of economic development may best be judged by their situation before the 
outbreak of the European war in 1939. The facts as to the composition of 
exports and imports from each country, and as to the proportion of its total 
goods production entering into foreign trade, help to indicate this stage of 
development. These facts are summarized in Tables 1 and 2, in the ap- 

dix.”! 

The United States and Canada are the only American countries which 
have approached an advanced industrial development. In the United States 
raw material exports amount to only one-quarter of total exports, while 
partly or wholly manufactured goods make up the balance. On the import 
side, the United States shows more maturity than Canada, taking half of 
its imports in the raw material form, while Canada still imports only one- 
third in raw materials, and two-thirds wholly or partly manufactured. The 
two countries also differ in their dependence on foreign trade, less than 
one-tenth of the United States production being for export, and about one- 
third of Canada’s. 

Next most developed industrially are Argentina, Chile, Mexico, Brazil, 
Colombia, and Costa Rica. Each of these countries has extensive manu- 
factures for domestic consumption, and a small extent of manufactured 
exports (not including smelting ores, or other first refining of metals, as 
manufacturing). But despite this promising industrial development, these 
countries are still primarily dependent on raw material exports. As con- 
trasted to under one-tenth in the United States, one-third to one-half of 
their commodity production is for the export market. While the countries 
of this group are still dependent on other countries for much of their 
finished manufactures, a considerable proportion (one-sixth to one-third) 

20 John FE. Dalton, Sugar, a Case Study of Government Control, chaps. Il and 
III, New York, 1937. 


21 The data are only approximate, since the classification of foreign trade 
varies somewhat from country to country. 
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of their imports are in semi-finished form, for final manufacture within the 
country. 

Other countries, such as Cuba and Peru, have well-developed manuy- 
facturing industries, yet still depend on the export market to dispose of 
from three-fifths to three-quarters of their total production. Still other 
countries, such as Bolivia, Paraguay, Uruguay, Ecuador, and Venezuela, 
have as yet developed much less of their own manufacturing. They export 
little or no manufactured products, and much of their total imports comes 
in a finished form. Also, they are even more dependent on exports of raw 
materials than are the countries in the previous group, one-half to three- 
quarters of their total production being for the export market. Most of the 
Central American and West Indian countries, other than those already 
mentioned, are also in this latter group, with only rudimentary manu- 
factures and heavy dependence on raw material exports. 

The dependence of particular groups of products on the export market 
varies as between mineral production and agricultural production. In Chile, 
Colombia, and Venezuela, about nine-tenths or more of all mineral pro- 
duction is exported, and in Peru, about three-quarters. Most agricultural 
exporting countries, such as Brazil and Colombia, export only about half of 
their total farm production. Argentina, however, exports two-thirds of her 
crops and three-quarters of her livestock, reflecting her great agricultural 
specialization in a few highly developed farm and ranch products; while 
Cuba, with her intensive sugar production, exports over three-fourths of 
her agricultural production. 

Obviously, a mature stage of economic evolution cannot be reached by 
all countries simultaneously importing only raw materials, and exporting 
only finished products. That state of affairs is equally impossible with the 
state desired by so many high tariff protagonists, who desire to see their 
country export large quantities of all products, and import none of any. 
(Apparently they wish to apply in economic life the Biblical injunction, “It 
is more blessed to give than to receive.’”) To the extent that nations now 
raw-material producers find it profitable to develop their own manufac- 
tures, the nations (like the United States) that now import mainly raw 
materials and export mainly manufactures, will need to shift to bringing 
in more products in manufactured form, and perhaps to supplying more of 
their products to other nations in raw or partly finished form for processing 
there. 


Autarchy in Europe, bilateral agreements, and other trade restrictions | 


during the past decade, have hampered the normal economic development _, 
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and growth in all countries. It remains to be seen whether these restrictions 
are removed after the present war. If the international political and eco- 
nomic systems of the future do permit or encourage continued economic 
growth along the lines of most efficient development in each country, it 
would appear probable that the various countries would progress towards 
some final development involving the following features: 

(1) Continued international trade in raw materials, shipped raw or only 
slightly processed, between tropical and subtropical countries and those 
in more temperate zones to the north and south. Coffee, rubber, sugar, 
cacao, and bananas will continue for a long time to be staples of inter- 
national commerce. 

(2) Specialization in various types of export products by nations 
specially favored, by resources, climate, or skills, for their production. 
Thus, heavy steel products (based on the iron, coal, and limestone de- 
posits), and mass-produced articles, like automobiles, as a by-product 
from the large domestic market, exported from the United States; wines 
and copper from Chile; beef from the South American plains of Argentina, 
Uruguay, and Paraguay, and oil exports from Venezuela and the Gulf 
Coast; and wheat from the Canadian plains; might all continue even with 
fully developed economies in every country. 

(3) Each country would develop its own industries for domestic con- 
sumption, for all products except those where some other country had an 
outstanding advantage of one of the types listed under (2). The larger 
industrial production would provide employment for much larger pop- 
ulations, and would make domestic markets for products that now go into 
export. The growing population would also cause agricultural changes, 
to provide foodstuffs for domestic consumption. In Argentina, for 
example, a greatly increased industrial population would create domestic 
demands for fruits, vegetables, and dairy products and meat. Expanded 
production of these foods might displace wheat and corn for export, much 
as they did in the United States during the past fifty years. 

No one can say in advance exactly what the final stage of adjustment 
might be. How fast the evolution toward mature economics occurs, and 
what the adjustments between countries will be, will depend upon many 
elements in the situation which cannot be forecast. The political policies 
followed in their encouragement or retardation of economic cooperation 
between countries, and in their assurance of peace or constant preparation 
for, or threats or interruptions of war, will be a major factor. Public pro- 
grams in the various countries in education, public health and hygiene, child 
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welfare, and nutrition, which improve the physical and mental ability of 
the population to participate in an advanced industrial civilization, will be 
of great importance. The willingness of individuals or governments of the 
advanced industrial nations to invest capital and provide technical guidance 
or skill to speed the development in the other countries, will be a limiting 
factor. And finally, the attitude of each country itself toward its own future 
development will be of great significance. Countries which consciously 
seek to educate their people for a more complex industrial society, and to 
encourage and promote the rapid expansion of industrial production for 
domestic use as well as export, will undoubtedly make more rapid progress 
than will those which make no efforts to encourage such new enterprises. 
The rapid development of Mexican industry during recent years is an 
illustration of how such policies may stimulate normal industrial growth, 

American nations as a whole are thus in a very unbalanced state of eco- 
nomic development. Most of them are in the very early stages of raw ma- 
terial exporters, with relatively little industrial development. A large part 
of their production is for export. Their exports of agricultural or mineral 
products, raw or slightly processed, in turn are exchanged largely for 
partly or wholly manufactured products from the advanced industrial 
nations of Europe and North America. The impact of the European war 
on this situation, possible lines of future development, and various policies 
that may be followed to promote the most generally advantageous future 
developments, are discussed in subsequent sections. 


Trade Regions 


The normal trade between countries is partly bilateral, and partly multi- 
lateral. Bilateral or two-party trade involves mutual exchange of products 
between countries, the payments for the products exported covering the 
payments for the products imported. A considerable proportion of inter- 
American trade is of this character. Thus, most Central American and 
Caribbean countries have been shipping one-half to three-quarters of all 
their exports to the United States, and buying in return 45 to 65 per cent 
of their imports from that same country. In southern South America there 
is a somewhat similar regional trading area, though not so fully developed. 
Uruguay and Paraguay sell a considerable proportion of their exports to 
Argentina, and buy a considerable proportion of their imports from her. 
Brazil, Chile, Bolivia, and Peru export relatively small quantities to Ar- 
gentina, but buy a larger proportion of their imports from her, usually 5 to 
15 per cent of their total imports. 
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In other cases, the trade may be three- or four-cornered. Thus the 
United States buys much more from Brazil than she sells to her; Brazil in 
turn buys more from Argentina than she sells to her. When Argentine 
imports from the United States exceed her exports to the United States, 
Argentina may use the excess exchange from Brazil to cover some of the 
deficit. Brazilian coffee, shipped to the United States, is thus in effect 
exchanged by Brazil for wheat from Argentina; while Argentina in turn 
receives automobiles from the United States to settle the accounts. Other 
countries which have a great deal of multilateral trade are Bolivia, which in 
the past has shipped almost all her tin to England, and received in return 
imports from the United States, Germany, Argentina, and many other 
countries; Canada, which ships her products all over the world, largely to 
the United Kingdom and the United States, and in turn gets over half of 
her total imports from her next-door neighbor, the United States. It is in 
that way that Canada and the United States, both of whom produce and 
export wheat, hogs, and tobacco, can cooperate in production to the ad- 
vantage of both. 

The outstanding characteristics of inter-American trade may be high- 
lighted by examining the trade of America’s seven major commercial 
nations. These are Argentina, Brazil, Chile, Mexico, Cuba, the United 
States, and Canada. These seven countries carry on about nine-tenths of 
the entire foreign trade of the Americas. 

South of the United States, the commodities most important in foreign 
trade are agricultural and mineral raw materials, on the export side, and 
fuels and finished industrial products, on the import side. The most im- 
portant agricultural exports in these five countries are coffee, wheat, sugar, 
corn, flaxseed, meats and dairy products, cotton, wool, and hides and skins. 
Bananas are also a major export from Central America. Among the min- 
erals, copper, nitrates, petroleum, gold, silver, and lead are most important. 
The imports are widely diversified. Coal and oil are the leading mineral 
imports. Iron, steel, and railway equipment, machinery and tools, cotton 
textiles, wood and paper products, drugs and chemicals, automobiles, and 
silk and wool textiles are other leading imports. The distribution of these 
imports between the several countries reflects their own resources and 
industries. Thus, Mexico imports little fuel or textiles, but much auto- 
mobiles and steel, while Cuba imports much food, meat, and textiles. Tex- 
tiles, fuel, iron and steel, and machinery are the leading classes of Argen- 
tine imports. These same commodities are also important in Chilean im- 
ports, except that fuels are less important. 
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The agricultural exports of the countries south of the United States go 
largely to Europe and the United States.”* In 1938, Europe took 54 per 
cent of the total, and the United States 32 per cent. Central and South 
American countries themselves took 5 per cent of the agricultural exports 
from their neighbors. The relative importance of the United States and 
European market varies widely between commodities. For many of these 
products, the United States is the major market, taking from about three- 
fifths to four-fifths of the total American export. These include coffee, 
sugar, bananas, cacao, and fibers. Other products, such as meats, wool, 
cotton, wheat, corn, and cereals; go largely to Europe, with little or none 
going to the United States. The products which go mainly to the United 
States come largely from the Caribbean countries, Colombia, and Brazil, 
Those which go primarily to Europe come mainly from the countries 
further south, especially Argentina, with Peru and Uruguay also important 
for particular products, such as cotton, meat, and wool. 

When the agricultural exports of South and Central America are com- 
bined with those of the United States and Canada, a picture of the net ex- 
port position of the Western Hemisphere as a whole is obtained. For the 
four years from 1935 to 1938, all net agricultural exports from both 
Americas averaged about $1,400,000,000 a year. Three-quarters of these 
net hemispheric exports came from five products alone—cotton, wheat 
and flour, corn, beef, and tobacco.”* These products, coming from the 
temperate zones both north and south, constitute the gravest problems in 
the readjustments to the new war and postwar situations, and offer the 
largest stumbling-blocks to effective inter-American cooperation. Ways of 
dealing with those specific problems are explored in Section 5. 

On the import side, four countries have been predominant—the United 
States, the United Kingdom, Germany, and France. Japan has also been 
important recently as a source of imports, especially for some countries in 
the Caribbean area (not, however, including Cuba, Guatemala, or Mexi- 
co). The shifts in the relative position of the various foreign suppliers will 
be considered in more detail in the subsequent sections on the impact of the 
World War, the great depression, and the new war of 1939. 

Both with respect to import and export, the trade of the Americas is 
characterized by the raw materials—finished-industrial—products ex- 
change. In part, this exchange takes place in three regional exchanges, 


22 J. L. Apodaca, Can the Americas Live Alone, Agriculture in the Americas, 
Vol. 1, No. 1, January, 1941. 
23 J. L. Apodaca, Joc. cit. 
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Canada versus United States, Caribbean region versus United States, and 
Argentina versus other nearby countries. In part, it takes place on an inter- 
hemispheric basis, with raw materials from both North and South America 
moving largely to the highly industrialized nations of western Europe and 
Japan, and with finished products from these nations and the United Srates 
moving in return. 


4. CHANGES IN AMERICAN TRADE SINCE 1914 
Impact of the First World War*4 


The World War of 1914-18 produced large shifts in American trade. 
The dollar values of imports and exports increased greatly, both for trade 
within the Americas and for trade between the Americas and other coun- 
tries as a whole. The war-time interruptions and embargoes cut off thetrade 
with the Central European powers almost entirely from 1916 through 
1919, but expansion in the value of exports to other European nations more 
than made up the difference. In actual physical volume, however, the situa- 
tion was quite different. The war demands, and the concentration of ship- 
ping into North Atlantic routes, did produce a marked expansion in the 
physical volume of exports from Canada and the United States, both in 
terms of tonnage figures and in indexes of physical volume. In the remain- 
ing American countries, on the contrary, the total physical volume of trade 
fell off markedly after 1913, imports especially dropping to about two- 
thirds of the prewar volume. After the Armistice, their volume of imports 
and exports increased rapidly through 1920, until checked by the post- 
war recession. While the American countries south of the United States 
seemed, because of rising prices, to derive a very real economic stimulus 
during the war, their export and import of commodities actually declined. 
The recovery from 1918 to 1920 only served to bring the volume back up 
to the prewar levels. 

While the war did not stimulate the total volume of trade, it did have a 
very marked effect upon the distribution of the trade between countries. 
With European markets and supplies largely cut off, the countries south 
of the United States had to turn to that country to obtain many of the 
products they previously had sent overseas, and had to seek markets there 
so far as they could. These changes are shown in Figures 1 and 2, which 


24 The statements in this subsection are largely based upon an extensive 
unpublished report by Kathryn Wylie on “The War and Inter-American 
Trade.” The manuscript of this report is filed in the library of the Bureau of 
Agricultural Economics, U. S. Department of Agriculture. 
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show the percentage distribution of imports and exports, respectively, for 
the twenty republics south of the United States. The data are plotted for 
selected years, indicating the shifts (a) during the war period, and (b) 
during the period following the 1929 depression. At this point only the 
war and postwar shifts will be considered. 

Imports showed the greatest effect of the war. In 1913, England and the 
United States each supplied one-quarter of the imports, while Germany 
supplied one-sixth, and France one-twelfth. By 1918, the portion coming 
from the United States had increased to 53 per cent; England had dropped 
to 17 per cent; imports from France had almost disappeared, and those 
from Germany had stopped completely. The export picture was somewhat 
similar, except that the share of the United States did not increase quite so 
sharply, while an increased share to the United Kingdom, and a main- 
tained share to France, offset in part the closing of the German and Italian 
markets. During this war period, the heavy credits from the United States 
to the Allies were making it possible for them to continue to buy from 
South America, despite their reduced ability to send South America manu- 
factured products in return. The character of inter-American trade re- 
flected this unusual situation. The exports from the United States to coun- 
tries to her south increased most rapidly in manufactured products of 
rubber, cotton, iron and steel, and chemicals; while her export of food and 
of raw materials, such as coal and wood, to these countries increased much 
less rapidly. With industrial imports from Europe more and more inter- 
fered with, the industries of the United States had to be drawn on instead. 

Internally, the various countries readjusted their production somewhat 
as a result of the war stimuli. As a whole, this adjustment was much more 
marked in North America than in South America. Thus, between 1914 
and 1918, the United States increased its wheat acreage by 26 per cent 
above the 1909-13 average, and Canada by 17.5 per cent; while Argentina 
increased by 13 per cent, and South America as a whole by 14 per cent. 
Australia meanwhile increased by 44 per cent. The 8,000,000 acres 
added to wheat in North America, the 2,500,000 in South America, and 
the 3,000,000 in Australasia, in large part remained in cultivation after 
the war and after European production was restored, plaguing the wheat 
exporters of the world with chronic surpluses ever since, and intensifying 
the autarchic tendencies in importing countries. In cattle and hog numbers, 
too, war-time expansion was much larger in North America than in South 
America. 

The war-time increase in inter-American trade proved to be in large part 
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temporary, however. As soon as the war was over, Germany and England 
began to recapture their previous share of the imports (note Figure 1). 
This movement continued through the 1920’s, so that by 1929 the share 
obtained from the United States had fallen back to 38.5 per cent, and Ger- 
many had expanded to supply one-tenth of the total. These shifts continued 
into the subsequent depression period. On the export side, the changes were 
even more striking. By 1929, United States takings of products from coun- 
tries to her south had fallen almost all the way back to the prewar propor- 
tions of their exports. Germany and France had regained much of their 
prewar importance as importers of South American products, while other 
countries, notably Japan and China, were taking increased proportions. 

While the World War greatly stimulated the physical volume of trade 
for the United States and Canada, it left the countries to the south of them 
with no greater trade, but with a greatly increased dependence on the 
United States for industrial imports. During the following decade, to 1929, 
the physical volume of exports had increased gradually for these countries, 
so that by 1929 it was about one-third larger than at the beginning or end 
of the war. Meanwhile, the trade connections at the start of the war had 
been largely reestablished, except that industrial exports from the United 
States to countries to her south continued somewhat more important in 
those countries’ import trade than before the war, while exports to the 
Orient and other more recently developed countries also remained propor- 
tionately more important, even though not at their war-time levels. A 
major part of the war-time shifts in trade was eliminated within a few years 
after the war, but some trace of them still endured at the end of the 1920’s. 


Impact of the 1929 Depression?® 


Many of the underlying deflationary tendencies revealed by the 1929 
collapse had been present since the close of the first World War. In most of 
the world the twenties had been characterized by fluctuating currencies, a 
burden of reparation payments and war debts, an increasing maldistribution 
of gold, the dislocation of customary trade channels, and a surplus problem 
for farm products. In the United States where the period has customarily 
been considered a “prosperity era,” troublesome surpluses prevented the 
farm sector from sharing that so-called prosperity. 

War-time demand had called forth an expansion of productive facilities 


25 The draft of this and the next two subsections was prepared by my 
assistant, Mrs. Virginia D. Reeve. Acknowledgement is due to her for this 
and other aid in preparing this paper. 
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on the part of the raw-material producing countries of the Western Hemi- 
sphere which was not needed very long after the return to peace in 1919, In 
addition, the monetary policies pursued in an effort to stabilize currencies, 
plus the growth of economic nationalism, artificially restricted what 
might have been considered a normal growth in demand. On free markets 
throughout the world, during the decade following 1919, prices of export- 
able farm products were low relative to prices of industrial products. Rela- 
tively low prices for most raw materials made it difficult for Canada and 
the southern American countries with their heavy dependence on raw 
material exports and on net imports of capital, to maintain imports and 
meet the high interest charges on foreign loans, and to develop stable in- 
ternal economies. 

The growth of economic nationalism in the decade following the World 
War, with its emphasis upon self-sufficiency rather than specialization, 
served to augment further the difficulties facing the American countries in 
ridding themselves of exportable surpluses. The twenties comprised a 
period when tariff walls were raised all over the world in an effort to secure 
home markets and to build up strategic industries. Even the United States, 
remote from war-time shortages, followed a more and more restrictive 
tariff policy during this period, making it increasingly difficult for its 
customers in Europe and America to acquire the foreign exchange with 
which to pay for its exports. 

In spite of the problems of reconstruction after the War and the growing 
barriers to world trade, the decade which followed the return to peace saw 
the volume of world trade reach greater magnitudes than ever before. The 
great scale of international lending from the United States and Great 
Britain enabled the debtor countries to maintain their imports and to under- 
take schemes of internal expansion which temporarily checked the under- 
lying deflationary forces. 

The 1929 crash intensified the difficulties which had confronted the 
raw-material producing countries of America in the twenties. In the latter 
part of 1928, funds from the capital markets of the world had been sucked 
into financing the speculative boom on the New York Stock Exchange, 
This caused a curtailment of international lending which made difficulties 
for the debtor countries well before the crash. For the southern American 
countries, a worsening in the balance of trade with consequent financial 
difficulties followed the crash. Currency fluctuations and internal crises 
spread from country to country, and by the middle of 1932, all the cur- 
rencies in South and Central America not linked to the dollar had depreci- 
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ated or been subjected to exchange control. Exchange control was imposed 
by many of the southern countries during this period to prevent further 
depreciation of currencies and the withdrawal of capital with resulting 
hardship on the internal banking systems, and to maintain if possible the 
service on foreign debts. 

The decline in trade, which was the cause of internal difficulties, reached 
the low point for the American republics in 1932. At that time exports for 
the southern countries, in terms of value, were only slightly more than one- 
third of those in 1929. The quantities exported did not decline in actual 
tonnage to the same extent as value. Coffee exportsfrom Brazil were even 
greater in quantity terms in1930 and 1931 than in 1929, and the quantity of 
Argentine wheat exported rose substantially until 1932. Imports during 
this period (1929-32) declined in value even more than exports, reflecting 
the great decrease in purchasing power and the intensive efforts of the 
countries in the South to meet their current obligations. Aggregate imports 
in 1932 were only about one-fourth the value they had been in 1929. This is 
significant when we consider that these imports consist largely of manu- 
factured goods, the prices of which did not fall as rapidly as the prices of the 
raw materials exported.”6 

In 1927-29 the United States had been experiencing a speculative boom, 
but even then the existence of huge surpluses in agricultural commodities 
was the occasion for great concern. With a highly diversified economy in 
which the export trade was relatively less important in contrast to its 
neighbors, the drop in exports to little more than a third of their 1929 value 
was not such a disaster for the United States as for the other American 
nations. Nevertheless, its industrial depression was probably deeper than 
that experienced by any other industrial country. Financial crisis did not 
come immediately as a result of international repercussions because of the 
strong creditor position of the United States, but it came in 1933 as a result 
of the weaknesses in the internal banking structure. The banking crisis 
did not force the abandonment of the gold standard as similar crises had 
done in the southern countries. The United States deliberately modified 
the gold value of the dollar in an effort to improve internal prices and to 
promote exports. 

During the period following 1929 Canada was confronted with the 
equally severe difficulties of a decline in the value of exports of over 60 per 
cent and deep industrial depression. A much greater degree of industrial 


26 United States Tariff Commission, The Foreign Trade of Latin America, 
Part I, pp. 26-36, (Washington, 1940). 
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development and diversification exists in Canada than in the southern 
countries. At the same time, Canada must be classed as a debtor nation, 
and is greatly dependent upon the export of primary materials, particularly 
wheat. She had effectively abandoned the gold standard in 1929. Canada 
owed large sums, both public and private, to investors in the United States, 
The devaluation of the United States dollar was, therefore, a boon to 
Canada. A distinguishing feature of the Canadian economy is its connection 
with the British Empire. The Ottawa Conference in 1932, designed to 
promote Empire preference policies, heightened tariffs within Canada 
against outside nations and increased preferences accorded to Empire 
countries. Undoubtedly the operation of this agreement and the one suc- 
ceeding it (1936) increased the percentage of Canadian trade ordinarily 
transacted with the Empire group, but it did not cause a decline in the 
percentage share of the United States. 

The shrinkage in world trade which followed the slump in 1929 resulted 
in serious problems for all the American countries. The United States dis- 
covered that even though only limited sectors of the entire economy may 
be affected by export contractions, the dislocations there can have reper- 
cussions throughout the whole system. The other American countries with 
a much greater per cent of their national income dependent upon world 
markets were even more deeply affected. 

During the early years of the thirties, many American countries partici- 
pated in the different international efforts to control production and raise 
prices in certain major commodities, notably sugar, wheat, nitrates, tin, 
and silver. In addition many developed domestic programs for commodity 
control such as those embracing petroleum, cotton, and cereal grains in the 
United States, and coffee in Brazil. Exchange control of different types and 
in varying degrees of severity, depending upon the extent to which the in- 
ternal economies were endangered by the decline in the volume of trade, 
were instituted in many countries. With foreign markets and internal 
industry both contracting, economic activity during the early thirties sank 
to a low ebb. Unemployment was large, many people were on short-time, 
and wages fell. Internal production and consumption declined, and the 
international exchange of goods shrank. Destitution and distress were 
general, and countries and individuals sought refuge in simpler hand-to- 
mouth modes of production and consumption. Even after a new upward 
trend started in 1933, trade did not expand as fast as internal production, 
and throughout the thirties standards of living in most countries failed to 
regain their predepression trends. 
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Government Intervention during the Thirties 


The period of the thirties was marked by an extension of restrictive 
trade policies throughout the world. Most of the nations of the American 
hemisphere attempted to meet the problems of depression and to effect a 
recovery by imposing in some cases higher tariff barriers, in others more 
direct measures of exchange and trade controls. For the United States the 
Tariff Act of 1930 substantially heightened the protective barriers which 
that country throughout most of its history had raised against imports. In 
1934 with the inauguration of the Trade Agreements Program came an un- 
precedented change in the trade policy of the United States. The objective 
of this Program, in contrast to the general world trend in commercial 
policy, was to effect a general lowering of the barriers which restricted the 
movement of international trade. Since 1934, the United States has signed 
trade agreements of this character with twenty-one countries. Prior to the 
present war, these covered roughly 60 per cent of its total trade.” 

Tariff policy in Canada, which has always been strongly protective, 
became more restrictive during the thirties as Canada attempted to check 
increased imports from countries with depreciated currencies and to pro- 
tect home products. The Fmpire preference policy,?® which was pursued 
also led to increasing restrictions on non-Empire trade. In the reciprocal 
trade agreement with the United States (1935), however, some of the 
barriers to trade between the two countries were removed, and the exten- 
sion of duty reductions and other privileges to third countries through the 
operation of the most-favored-nation clause, somewhat lowered the bar- 
riers which Canada has imposed upon import trade. 

The nations of the South, in contrast to the United States and Canada, 
had generally used tariffs primarily for revenue purposes. Partly in retalia- 
tion to the tariff walls raised in the United States and other countries, 
partly in an attempt to protect the balance of trade, and partly to build up 
home production, the southern nations raised their tariffs to an unprece- 
dented degree after 1930. Notable were the tariffs imposed by certain 
countries,2® ordinarily importers of essential foodstuffs, in an effort to 
stimulate the internal production of those foodstuffs. High duties made 





27 U. S. State Department, Reciprocal Trade Agreements Division, figures. 
L. A. Wheeler, “Reciprocal Trade Agreements—A New Method of Tariff 
Making,” 1940 Yearbook, U. S. Department of Agriculture, Farmers in a 
Changing World, pp. 585-595, Washington, 1941. 

% Preceding section, p. 120. 

29 Colombia, Ecuador, Venezuela, and Bolivia. 
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internal prices high and caused a corresponding rise in the cost of living. 
Many of the southern countries found restrictive tariffs insufficient to meet 
the problems of depression, and during the thirties, imposed exchange con- 
trol and direct government regulation of trade. 

The term “exchange control” is used generally to describe those various 
systems by which governments regulate the volume of transactions at an 
official rate of exchange.®® Techniques used in the southern countries im- 
posing exchange control vary widely and are usually accompanied by direct 
controls of exports and imports. In general, exchange control, as it operates 
in the thirteen countries where it is in effect®! is neither so complex nor so 
severe as similar systems in Europe. A “free market” is usually permitted 
where exporters may sell a certain portion of their proceeds from foreign 
sales at rates higher than official rates. Exchange may be obtained on the 
“free market’’ for transactions not authorized at the lower official rates, 
Import licensing, or the requirement of prior permits before the importer 
may obtain the necessary exchange, is in force in seven countries of the 
South.®? Even in countries practicing exchange control where import 
licensing is not required, the authorities have established the power to 
determine in a general way the composition and direction of foreign trade. 
Argentina, Chile, Costa Rica, and Uruguay openly use exchange control 
to direct trade along bilateral lines, and Brazil and Colombia accomplish 
this purpose by means of special clearing agreements. Not only do the ex- 
change control systems of the various countries where such are in force 
differ widely, but policies within each country change with bewildering 
rapidity. Such complexities make trade difficult and tend to retard it. The 
effect of these restrictions on world trade was shown in the recovery after 
1932. Although the physical volume of world trade had declined from 1929 
until 1932 just as rapidly as the volume of world industrial production, 
when the recovery period started, international trade did not increase 
nearly so fast as world production. Throughout the world, countries were 
relying more and more on their own industrial production and relatively 
less on international exchange. 


30 Bratter, H. M., “Foreign Exchange Control in Latin America,” Foreign 
Policy Reports, February 15, 1939, Pp. 274- 

81 Argentina, Bolivia, Chile, Brazil, Colombia, Uruguay, Costa Rica, 
Nicaragua, Ecuador, Paraguay, Honduras, Venezuela, Cuba (June, 1939). 

82 Argentina, Chile, Colombia, Ecuador, the Dominican Republic, Uruguay, 
Venezuela. 
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Bilateral arrangements such as clearing and payments agreements** and 
barter transactions grew out of exchange control. While the use of clearing 
agreements is not general among the American republics,*4 where it does 
exist, it finds its source in difficulties growing out of trade with European 
nations. Payments agreements were originally established to permit the 
clearing of foreign funds blocked as a result of exchange control. The major 
European influence upon the trade policies of the southern American coun- 
tries has been the German system of controlled-foreign-exchange trading. 
Trade arrangements have been used by Germany not merely for economic 
purposes but to gain political ends as well. While German influence has 
been most effectively extended to the Balkans and the Near East, the south- 
ern republics of America have not escaped. The devices which Germany 
uses in trade are the Askimarks, or compensation marks, and clearing 
agreements. The Askimark differs from the ordinary blocked currency 
which is available for certain purposes to anyone, in that it is available only 
to the exporter to whom it is issued for the purchase of specified commodi- 
ties in Germany. Accordingly, Germany may buy up exportable surpluses 
at prices well above that prevailing in other markets making payment in 
Askimarks, and then charge what price it wills for the goods for which 
those marks may be exchanged. Since Germany has not hesitated to sub- 
stitute other goods for the commodities originally specified for purchase 
with Askimarks, many exporters have found themselves with goods which 
they could not readily use, as in the case of the Standard Oil Company 
which was forced to accept harmonicas and Christmas toys in exchange for 
oil or leave the balance blocked in Germany.*® In order to gain advantages 
in trade with the South and Central American nations, Germany has not 
hesitated to buy up surpluses which she did not need, making payment in 
Askimarks, and then to sell those surpluses in competition with the same 
countries, lowering the price so as to undersell the original producer. Cases 


a aw agreements are bilateral arrangements which provide that the 
importers of two contracting countries shall pay the cost of their imports 
from the other country into accounts in their own national currency, and 
these funds are paid out to those who have exported goods from the one 
country in question to the other. Payments agreements, usually between a 
free-exchange and an exchange-control country, allow the exporter to be 
paid direct by the importer. 

% Argentina, Chile, Brazil, Colombia have used clearing agreements 
generally. 

% Foreman, Clark and Raushenbush, Joan, Total Defense, Doubleday, 
Doran & Co., New York, 1940. 
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of this have been reported in connection with Colombian coffee, beans from 
Chile, and several Argentine and Brazilian products. After establishing her- 
self as the main or sole market for a given product, Germany has then at 
times threatened to stop purchasing completely, unless specified economic 
or political concessions are made as a condition for her continued purchas- 
ing. Because of this danger and of the further necessity of accepting in ex- 
change for exports to Germany manufactured goods which often could be 
obtained cheaper elsewhere, many countries would like to free themselves 
from trade with Germany. However, at a time when other markets have 
been restricted, the high prices offered by Germany have proved attractive 
to exporters who formed pressure groups to force governments to con- 
tinue agreements with Germany. The existence of blocked balances in 
Germany arising from former sales also forces nations to continue purchas- 
ing from her. 

During the period from 1933 until the outbreak of the European War, by 
the use of the devices described above Germany had been able to increase 
her share of the total trade of the Central and South American countries 
considerably. In 1932 Germany’s share amounted to 7 per cent of total 
exports and about 1o per cent of total imports. In 1938, the last full year 
before the war, her share had risen to 10 per cent of the export trade and 17 
per cent of the import trade. (Note Figures 1 and 2.) The case of Brazil 
demonstrates remarkably how by the use of special clearing agreements 
Germany was able to increase her trade with specific countries. The agree- 
ment was signed in 1934. Under its operation Brazilian trade with Ger- 
many more than doubled in value between 1934 and 1938. In 1934 Brazilian 
exports to Germany had been greater than imports from that country, but 
in 1938 this movement had been reversed.*® However, in the last year, the 
British blockade, instituted at the beginning of the European War, has 
eliminated Germany from an important place in southern American mar- 
kets. 

The American use of restrictive trade policy has been most marked in 
South America. In Canada, cooperation with the British Empire was the 
dominating feature prior to the trade agreement with the United States. In 
the rest of the North American and Caribbean countries, trade controls 
have been somewhat less restrictive, particularly since the development of 
the Trade Agreements Program of the United States which, through the 


36 U. S. Tariff Commission, The Foreign Trade of Latin America, Part Il, 
Sec. 3, p. 21, Washington, 1940. 
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reductions in trade barriers which each agreement accomplishes. 


Impact of the Present War 


The international trade of the Americas was materially different in 1939 
from that of 1914. The United States provided the most important source 
of imports in both periods, and was the most important single market for 
the products of the countries in the South. The United Kingdom and 
France, however, were relatively less important as exporters and as im- 
porters in 1938-39 than in 1913-14, while trade with Germany, though 
large and growing, had not fully regained its relative importance prior to 
the first World War. (Note Figures 1 and 2.) Interruption of trade with 
continental Europe was, therefore, not quite so serious to South America 
in 1939 as it had been in 1914-18. However, the imposition of blockades 
and of unrestricted submarine warfare came much more swiftly in 1939-40 
than in 1914-18. 

The Europe of the thirties was quite different from that at the outset of 
the first World War. In the last war, many countries did not institute strict 
controls until near the end of the war. Government control of foreign trade 
and internal supplies was initiated almost at once, in 1939 and 1940, by the 
belligerent powers where such control had not already existed. Part of the 
war-time demand for industrial raw materials had already been felt in 1938. 
Preceding 1939, the drive for self-sufficiency by the European powers had 
reduced their imports of many foodstuffs and raw materials, or shifted the 
sources to areas within the political or economic spheres of influence of the 
countries concerned. Also, the reserve purchasing power of the belligerent 
nations in the forms of gold, foreign exchange, and foreign securities was 
much reduced in 1939 as compared with such reserves at the outset of the 
war in 1914. These factors, plus the substantial increase in world produc- 
tion of practically all the basic raw materials, oil, steel, copper, tin, cotton, 
wool, sugar, and grain, since 1914, tended to prevent such sharp increases 
in demand or sustained rises in price as had been occasioned by the war in 
the years of 1914-18. 

The initial effect of the war in September, 1939, was to produce a sharp 
speculative advance in the prices of the major export crops from the West- 
ern Hemisphere. Prices of sugar, cotton, corn, cacao beans, wool, hides and 
skins, meats, tin, and copper all rose sharply, but in succeeding months 
declined with varying degrees of rapidity. Coffee, the major export crop of 
Brazil and Colombia as well as for several smaller countries, did not ex- 
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perience even momentarily the stimulus which the war gave to other 
prices. Internal prices in the southern countries rose, due in some measure 
to speculation and in some measure to the necessity for substituting higher 
priced supplies for those cut off as a result of the war. Many of the coun- 
tries increased the power of the government to control foreign trade and to 
regulate prices in order to conserve supplies. 

More important than this anticipatory rise in prices in affecting trade 


has been the restriction of foreign markets for American products. The | 


German-controlled market was immediately cut off, and the extension of 
the war area in the spring of 1940 coupled with the collapse of France and 
the entrance of Italy into the war eliminated practically all the remaining 
continental markets. For the twenty American republics in the South this 
meant that new buyers had to be found for about $500,000,000 worth of 
raw materials, or 28 to 29 per cent of the total yearly exports, the amount 
customarily going to the European markets now closed.*” At the same 
time difficulties in obtaining imported supplies from Germany and other 
Central European countries led to a shift in import trade. In the first year 
of the European War, the countries of the South came to the United States 
for an increasing proportion of their total imports. Exports from the United 
States to this region increased in value about 42 per cent when compared 
with exports of the twelve months preceding the outbreak of war. This 
additional volume was handled in the United States without any difficulty 
as part of the general industrial expansion in 1939-40. However, the neces- 
sity of obtaining goods from the United States at higher prices and of pay- 
ing higher freight rates for shipment of goods has worked a hardship on the 
importing nations. Whether they can continue purchases from the United 
States in such volume depends upon their ability to pay. The elimination of 


important overseas markets as a result of war has seriously reduced the ‘ 


purchasing power of these raw-material exporting countries. In view of the 
strict import control now imposed in the United Kingdom and other 
British countries, it is unlikely that South and Central American exports 
to these areas will increase in total although the character of these exports 
may experience a change. Even if exports to these markets do rise, there 
is little possibility for the southern countries to increase their supplies of 
dollar exchange through such sales. Although the United States increased 
the value of its imports of their products to the extent of about 31 per 


37 Foreign Commerce Weekly, October 12, 1940, “One Year of War and the 
United States Trade with Latin America,” p. 48. Latin American export 
statistics for 1938. 


Year 


other 


Casure 
higher 
coun- 


d j 
a | recently, loans from the Export-Import Bank have also helped certain of 


| the American countries to maintain their purchases of United States goods. 


trade 


. The | 


ion of 
€ and 
lining 
h this 


th of + 


nount 
same 
other 
year 
tates 
hited 


vared | 





This | 


culty 


eCces- 


pay- | 


n the 
lited 


yn of 


| the “ 


f the 
ther 
orts 
orts 
rere 
s of 


127 


cent®® during the first year of the European War, compared with the pre- 
ceding year this did not completely compensate for the loss of other export 
markets. Heavy shipments of gold and silver have helped to maintain sup- 
plies of dollar exchange for the twenty American republics, and these have 
also been augmented in some cases by the inflow of refugee funds. More 


Another effect of the war has been ro strengthen economic and trade ties 
between the southern countries. With the mounting emphasis upon hemi- 
sphere economic cooperation, ways may be found to reduce some of the 
barriers in the form of high tariffs, competing products, high transportation 
rates, and low internal purchasing power, which now limit inter-American 
trade. 

Export trade in the United States has on the whole gained considerably 
since the outbreak of the war in September, 1939, in spiteof the loss of many 
European markets. Aggregate exports for the twelve months ended August, 
1940, amounted to $4,000,000,000 and exceeded those for the twelve 
months preceding the war by 37 per cent. The value of general imports also 
increased relative to the preceding year by 23 per cent, reflecting the rising 
level of industrial activity in the United States. By way of contrast, in the 
first World War the export trade of the United States increased in the first 
year by only 22 per cent, while general imports declined 13 per cent.59 

In July of 1940 United States exports to the United Kingdom comprised 
go per cent of total exports to Europe. At the same time, imports from the 
United Kingdom were slightly increased, and receipts of crude materials 
from other parts of the British Empire had risen sharply. During the first 
year of the World War (1914) export gains were concentrated in crude and 
manufactured foodstuffs, especially breadstuffs. Advances in the sales of 
manufactured products were considerably smaller, and the disruption of 
the cotton trade caused a net loss in exports of crude materials. At that 
time agricultural exports still accounted for about half the total as com- 
pared with approximately one-fourth in recent years. During the first year 
of the current European War, raw cotton and corn were the only important 
crude agricultural products to show substantial increases, and these were 
due largely to the export subsidies granted by the United States Govern- 
ment. The export rise was concentrated in manufactures, chiefly iron and 


38 Foreign Commerce Weekly, \oc. cit. 
39 U. S. Department of Commerce, U. S. Foreign Trade During the First 
Year of the European War, October 20, 1940. 
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steel products, aircraft, industrial machinery, nonferrous metals and lubri- 
cating oil, At the present time, United States export markets for cotton, 
wheat, tobacco, pork, lard, apples, and grapefruit all show sharp declines 
from the prewar levels, amounting in most cases to the loss of half or 
more of even those reduced outlets. South American countries face corre. 
sponding difficulties with markets for coffee and cotton seriously limited, 
and with the continental European market for corn and other feedstuffs 
almost completely cut off. Despite the increased purchases from the United 
States, the internal buying power of these countries would be seriously 
crippled if it were not for the loans being advanced them by the United 
States. Even these cover only a portion of the export losses due to the war, 

Canada, as a belligerent, must be differentiated from the other American 
countries. The chief trade problems which Canada encounters are those of 
cutting down unnecessary imports and maintaining supplies of dollar ex- 
change for the purchase of war essentials. Both Canadian export and im- 
port trade with the United States have increased rapidly since the outbreak 
of the war. United States exports to Canada registered a substantially 
greater increase (53 per cent) than Canadian exports to the United States 
(35 per cent). Canadian exports to the other British countries, and par- 
ticularly to the United Kingdom, have risen enormously. The difficulty of 
obtaining free exchange for these exports has promoted increasing Empire 
imports to a much greater degree than the earlier Empire preference policy, 

The European War offers opportunities for the furtherance of economic 
relations between all the nations of the Western Hemisphere. With the 
severance or curtailment of their European trade relations, the American 
countries must aid each other in meeting the economic problems caused by 
the present war. 


5. A ProcraM For INTER-AMERICAN Economic CoopeRATION 


Relation of Peace Terms to Future Policy 


The future of inter-American trade will depend in large measure upon 
the outcome of the current war. If the Axis powers are defeated, there is 
reasonable hope for a peace settlement both more generous and more far- 
sighted than the peace of Versailles. Such a settlement should provide the 
peoples of all nations a surer foundation for peaceful international relations, 
opportunity for the most advantageous development of their own re- 
sources, and access both to markets and raw materials so that they could 
work out economic security for their citizens. Even if the peace settlement 
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did not provide immediate solutions to all these problems, it is only reason- 
able to expect that it should be pointed in that direction, and should provide 
effective means of gradually working toward it. Such a peace might enable 
the next generation to grow up and live under a system of international co- 
operation more like that which preceded the first World War, and less like 
that of the past twenty years. Such a peace would not necessarily imply 
that the world would return toward free trade, complete reliance on Jaissez 
faire, or the other conditions of nineteenth century liberalism. Quite con- 
ceivably governments might continue to plan or direct much of interna- 
tional trade, through some of the same devices developed in recent years. 
The essential difference would be, however, the opportunity to expand 
trade through mutually beneficial economic cooperation, rather than con- 
tinuing to contract trade through mutually damaging restrictions. 


Policy under a Liberal Peace 


In such a newer, more hopeful world, many phases of inter-American 
economic policies could be much different from what seems essential for 
the immediate present. It would continue to be desirable to work in every 
way toward the greater industrialization of the less-developed countries. 
It would still be essential to increase their productive powers, industrial as 
well as agricultural, to enable them to offer their citizens rising standards 
of living and greater opportunities for the future. It would continue es- 
sential to provide investment funds to many countries to create new pro- 
ductive facilities, under such low rates of interest, and with such provisions 
for long-time amortization in repayment and for economic expenditure of 
the funds, as would enable those investments to be repaid easily and with 
advantage to the people of the country where the investment was made. 
Public programs which contribute to such long-time development and 
progress would still be desirable and necessary. These include actions in 
aid of education, sanitation and health, and nutrition, on the human side; 
and transportation, discovery and utilization of resources, and creation of 
industrial facilities, on the physical side. 

But while programs in aid of greater industrialization, higher standards 
of living, and fuller industrial development would still be desirable, the 
precise nature and content of those programs might be greatly different. 
Natural rubber, for example, is already being produced largely in the 
Orient. Eventually it may be possible to operate intensive rubber planta- 
tions in Brazil and other tropical American countries. But those countries 
can also produce coffee and many other products which would be in in- 
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creased demand in a more prosperous world. The future development of 
their rubber industry, as an alternative to other products, would be greatly 
different under free conditions or restricted ones. The former might mean 
operating in a world where the new production had to develop in competi- 
tion with the product of British Malaya, the Netherlands Indies, and other 
areas where rubber plantations are already widely developed. The latter 
might mean an industry developed in a restricted hemisphere where im- 
ports from Asia and Oceania were cut off, where stock piles, synthetic 
rubber, and reclaimed rubber were the sole current sources of supply, and 
where early and rapid expansion of American rubber production was 
stimulated by resulting high prices. 

The desirable policy would be greatly different in the two situations, 
Even withan Axis defeat and a restoration of freer trade, it might still bea 
good policy for the United States to encourage some increase in rubber 
development in the Americas, to provide a larger hemispheric supply in 
case of a new world war or other disaster. Such a policy, though, would 
have to be tempered by two considerations. First, the Netherlands East 
Indies have been large purchasers of United States exports, and dollar pay- 
ments to this and other Asiatic rubber exporters have provided, through 
three-cornered trade, a considerable portion of the payments for exports 
of United States farm products to the United Kingdom, the Netherlands, 
and Japan. These countries regularly import more from the United States 
than they sell to her. Second, if a new system of increased international co- 
operation is to work after the war, it must not be hamstrung at the start by 
new systems of tariffs, quotas, or preferences which build up new autarchi- 
cal units and start a new era of the same kind of economic contractionism 
which set the stage for the Great War of 1939. Perhaps the United States, 
in such a situation, might encourage limited American expansion of rubber 
production by direct subsidy or other preferential treatment, while con- 
tinuing to draw its major supplies from overseas. Perhaps South American 
production might be able, or be helped, to capture part or all of the future 
expansion in world consumption, while the older areas continued to supply 
their previous quantities. Rising standards of living generally would also 
make larger demands for rubber. As industrial employment and internal 
consumption expanded in South American countries, and as more of their 
rubber products came to be manufactured there from their own rubber and 
cotton, it might prove economical to produce enough rubber for their own 
consumption, at least. 

The discussion of the possibilities of rubber expansion, under a new and 
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freer world order, indicates something of the range of problems which 
would confront many newly expanded American products in the event of a 
democratic victory. Production of quinine, abaca, manganese, and even tin 
smelting, for example, might have to be reconsidered. ‘To the extent that 
nations became satisfied a truly stable world order had been established or 
was effectively being created, they would have to plan and direct their 
future economic development with regard to the most effective and profit- 
able utilization of their resources in such a world. 

Policy under Existing Dangers 

Such a hopeful and idealistic world order may at best lie far in the future 
and may at worst lie generations ahead. Present American programs must 
be oriented to the present grim situation, and to the even grimmer possibili- 
ties which may lie immediately ahead. At present, trade with continental 
Europe is practically completely shut off by war blockades, and trade with 
the United Kingdom, Africa, and Asia is seriously hampered by scarcity of 
shipping, high costs, limited exchange, and ruthless marine warfare. 
Canada is engaged in the war, the United States is helping England and 
China with all her resources short of actual war, and many other American 
countries are sympathetic and are doing all they can to help. The republics 
of North and South America are increasing their military power, so as to 
be able to protect themselves in case of an Axis victory. Armies, navies, 
air and sea bases, and above all, military aviation, are being created or 
strengthened from Cape Horn to the Great Lakes of North America. Joint 
neutrality patrols are endeavoring to keep American waters free of bellig- 
erent actions, and diplomatic arrangements are being devised and strength- 
ened to increase the mutual understanding and cooperation among the 
American republics. 

Paralleling these preparations for physical defense, the American repub- 
lics are thinking of economic defense as well. The history of recent years 
in Europe has shown all too clearly that totalitarian domination of sister 
nations has usually been preceded by economic penetration, and by internal 
domination of the economic life and the cultural and political structure of 
the intended victims. After this internal disintegration is well under way, 
the final conquest of a country has followed, often with little or no military 
effort. And after the conquest is complete, the very traitorous persons or 
groups which helped to make it possible have found that they too were soon 
ground under the ruthless heel of the conqueror. 

The immediate concern of the American republics, then, must be (1) 
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adjusting themselves to the impact of the war so they can best live through 


it; (2) doing all they can, short of war, to aid the victims of aggression; | 
and (3) taking such steps as will put them in best position to face the chal- | 


lenge of the future, including the ominous possibility that that future may 
mean a world where totalitarianism is completely dominant everywhere 
save in the American hemisphere. 


Elements of an American Economic Program 


Many different steps can be taken on the front of economic defense, 
Many of these steps will be of permanent usefulness, regardless of the 
future development of world politics. Others will be purely defensive, 
aimed only at meeting the possible dangers of the immediate future, and 
subject to modification or abandonment if happily they are found no longer 
necessary. 


New Industries 


Efforts to increase the productivity of the various countries and to raise 
the standard of living of their citizens will be useful in any case. Steps in 
this direction include the building up of new industries wherever the re- 
sources—labor and materials—exist in favorable relation. Markets in 
many cases can come from the expanded buying powers of the countries 
themselves. The proposed expansion of the Brazilian steel industry is a case 
in point. Besides putting more people at work mining or producing coke, 
and making iron and steel, it should make simple steel products available at 
lower cost by reason of the saving in ocean freight. Cheaper steel, in turn, 
will facilitate a much wider use of iron and steel in Brazil and neighboring 
countries, stimulate other new industries, and help raise both production 
and buying power. Many similar opportunities for new industries can be 
found in other countries still largely raw-material producers. A vigorous 
effort should be made to locate and develop such possibilities. 

One step toward the development of new industries would be the intro- 
duction in the United States of characteristic handicraft products of various 
Central and South American countries. A few of such products such as 
straw hats and Mexican glass, silver, and crockery, are already known in 
the United States and make a sizable item of export. There are many other 
products in these countries which have long been made for their own use 
which might be well received in the United States and which might replace 
there some of the handicraft and art products previously obtained from 
European countries. In addition, some of the products requiring a great deal 
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of hand labor or skilled work which used to be imported from Europe, such 
as toys, laces and other fine fabrics, might be replaced by similar goods 
which could be made in Central and South American countries. Representa- 
tives of department stores in the United States and other import agencies 
are already exploring such possibilities. Much more might be done to stim- 
ulate their development. In some cases it might be possible to encourage 
refugees who have had previous experience in making such products in 
Europe to settle in such countries and form a nucleus to help develop the 
industries in which they are skilled for export to the United States. In 
many cases refugees already in these countries might be able to start such 
undertakings if encouraged and aided to do so. 


Capital 

New industries require capital to start them. All the American countries 
except the United States are capital poor. The policy which the United 
States has recently adopted, of making loans from government funds to en- 
courage new industries in other American republics, may be of very great 
importance in the long run. These loans will be made at reasonable rates of 
interest, and for such long-term periods of repayment that the country re- 


' eeiving the loan will have a real chance to set up industries on a paying 


basis, and pay back the loan. Incidentally, one of the reasons why South 
America has had difficulties in paying back previous loans has been that 
the interest and financing charges were often so heavy that it would have 
been impossible for any industry in any country to pay back the loan, re- 
gardless of how effectively the money were used. These new loans will 
not be subject to that limitation. 


Social Programs 


Along with new industries, and the capital to inaugurate them, there is 
need for a whole series of social programs to raise the producing ability of 
the peoples of the various countries. Even in the United States a large pro- 
portion of its citizens in the South and Southeast are inefficient producers 
because of illiteracy, malnutrition, and chronic disease. In other countries 
with less resources, these conditions are even more prevalent. Many en- 
couraging things have already been done, some by private philanthropic 
agencies and some by public efforts, to raise the educational and health 
standards of the population in particular areas. Much more remains to be 
done, and on a widespread scale that only government agencies can handle 
effectively. Education of all citizens to enable them to understand and 
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apply the methods of modern science is important not only to the develop. 
ment of an effective industrial society, but also for effective participation 
in a democracy. The recent advances in Mexican education, especially for 
vocational employment and in rural areas, have shown how rapidly illiter- 
acy can be reduced by such efforts. Public efforts in the field of sanitation 
and health are equally necessary. The stamping out of many tropical 
diseases in the Panama Canal Zone, and the great achievements of the 
doctors and other technicians of the Rockefeller Foundation, show how 
much progress can be made in this area. Provision of social security to 
citizens, against old age, unemployment, ill health, or other disabilities, is} 
another field where much remains to be done. 


Surplus Food Distribution 


Pending the time that some of these longer-time programs come to 
function, much might be done directly to increase the standards of living 
among citizens in various American republics by cooperation between the 
various countries in moving their surplus products into consumption of 
peoples of other countries who need them. We in the United States have 
already recognized how absurd it is to have children languishing for lack of 
food in our cities, at the same time that farmers are burdened with livestock 
products or fruits and vegetables they cannot sell. Through the direct pur- 
chase and distribution of surplus foods by government agencies, through 
school lunch programs in many cities, and more recently through the Food 
Stamp Plan, we have developed effective techniques to attack this problem 
of surplus foods and hungry people, without breaking down the commercial 
structure of buying and selling of food products for those who can afford to 
pay the regular price. South and Central America present many similar 
situations. Wheat and corn lie unsalable or rot in Argentina, while citizens 
in Colombia or Mexico lack proper food. In the Caribbean Islands and on § 
the adjacent coasts, some of the densest populations in the world exist at a 
near-starvation level. Children in some countries cannot study their lessons | 
properly for lack of adequate carbohydrates, while Cuba is faced with § 
great surplus supplies of sugar. Brazil stores or destroys coffee, while a 
cup of coffee would be a rare treat to workers in many other countries. F 
Surplus beef is available from the Argentine at the same time that workers | 
in many other South American countries and throughout Central America f 
lack adequate proteins in their diet. In some countries every third child } 
suffers with tuberculosis largely because of malnutrition. 

Many American republics have evidenced great interest in our plans for } 
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food distribution and have discussed ways by which some of the surplus 
products might be exchanged between countries and distributed to those 
who need them. For example, we might take some of our prunes and 
raisins, of which we have a surplus, and exchange them with Brazil for cocoa. 
They could use the prunes and raisins, and we could use the cocoa, for 
school lunches for underprivileged children. Many other situations might 
be found in which the governments of two American countries could ex- 
change surpluses with each other, and use them to add to the consumption 
of those who would be unable to buy in the regular process of trade. 


Better Transportation 

American development can also be speeded by programs on the physical 
side. Lack of transportation has been one great barrier to economic de- 
velopment of South and Central American countries. Cut off from each 
other by high mountains or impassable swamps, jungles, or deserts, river 
and ocean transport for long was the only feasible means of communica- 
tion or travel. Europe seemed nearer than the neighboring country. Valu- 
able minerals and fertile plateaus could not be developed because of inac- 
cessibility. Lack of roads, railroads, and inter-American shipping all 
checked development. Now this is changing. Airlines are creating accessi- 
bility. The great Pan American Airways system has established a wide 
reputation. Its growth was paralleled by that of German-owned or domi- 
nated companies, which in many cases offer fuller local services at much 
lower subsidized rates. In some cases South American countries are bring- 
ing these European-owned airlines under their own control. 

Roads are another great need. The Inter-American Highway, to link the 
republics of North and South America by road, is one great project in this 
connection. The United States helped develop this project, and already has 
spent nearly $3,000,000 on technical engineering assistance in the 
various countries. It is now completed or passable through much of 
Mexico, and is under construction at many points through Central Ameri- 
ca. (Note Figure 3.)#° Already the increasing flow of auto tourists to 
Mexico City is binding the United States and Mexico closer together. 
Pushing this highway through to the Panama Canal as fast as possible 
would be a vital aid to defense of the Canal. It has been estimated that 
this portion of the Highway could be completed in two years, at a 
cost under $100,000,000, if its completion were made a matter of 


40 See Proposed Inter-American Highway, Senate Doc. 224, 73rd Cong., 
2nd Session, March 6, 1934. 
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prime defense urgency. In many of the countries it traverses it would 
provide the only through highway—a condition hard for us to realize here 
in the United States, with our great network of hard-surfaced roads. The 
Pan American Highway,*! through South America, will eventually con- 
nect with the Inter-American Highway, and provide through all-weather 
road connection between all the republics on the American continents, 
Three-quarters of the entire length of the South American section of the 
Pan American Highway is now passable for traffic, year round, and 98 
per cent of it is passable in dry weather. (See Figure 2.) Completion of 
this highway is being facilitated by United States loans to Paraguay, 
Ecuador, and other countries. 

Besides air and road transportation, lack of adequate water and rail 
transport has hampered inter-American intercourse and development. It 
costs several times more to travel between New York and South America 
than between New York and Europe. Some help to ocean shipping has 
already been rendered by United States Maritime Commission subsidies 
to shipping lines to South America. Much more needs to be done. Mari- 
time transportation needs to be provided at lower passenger and freight 
rates and with more adequate services. Roads are needed for local as well 
as through traffic. Airlines for mass travel at low cost, as well as de luxe 
services, are needed. Railways need to be unified and improved, feeder 
lines constructed, and new vital areas served. Projects started under 
German, Dutch, or French leadership need to be taken over by several 
countries and greatly enlarged and strengthened. There are great new 
opportunities in the transportation field to promote South and Central 
American development in many crucial ways. 


Technical Exploration and Research 


Many of the industrial and mineral possibilities of South and Central 
America wait on physical and geological exploration and technological 
development. Intensive new efforts to survey the mineral resources, and 
to provide new technical aids, are now under way.*” Technicians of the 
United States Department of Agriculture have been lent to twelve 
Central and South American countries to aid their rubber growers. The 


41 Mimeographed statement, The Pan-American Highway, Public Roads 
Administration, October 13, 1940. 

42 For data on the mineral resources, production and trade of Bolivia, Peru, 
Chile, and Argentina, see U. S. Dept. of the Interior, Foreign Minerals 
Quarterly, October, 1939, to July, 1940. 
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Federal Experiment Station at Mayaguez, Puerto Rico, is studying pro- 
duction problems for many tropical products, including cinchona, cubé, 
essential oils, industrial oils, coarse fibers, and drug plants. Similar aid by 
loans of United States technicians could well be given in other fields—to 
further explore for mineral deposits, to lay out airfields and airways, to 
improve local radio services, to help plan and develop new industries. 
The enthusiastic reception by South and Central American countries of 
the technical aids already provided shows how much promise this field 
offers for further constructive developments. 


Reduction of Trade Restrictions 


Tariff walls and other restrictions on trade between American nations 
are in part responsible for the low standards of living in some countries. 
Efforts to encourage wheat production or sugar production in regions 
where it can be produced only at very high cost have helped raise prices 
and reduce consumption in some American countries, just as in Europe. 
The United States trade agreements program has made some progress in 
reducing these barriers, but many high barriers still remain. The expan- 
sion of economic activity, resulting from the measures outlined above, 
could be further aided by further steps to reduce barriers and increase 
commodity interchange. For example, the United States might well take 
steps to facilitate purchases from other American nations. At the present 
time these are largely of agricultural products, such as coffee, bananas, 
cocoa, and fibers. Many of these do not compete with United States 
products. Much of the balance, such as sugar, certain vegetable oils and 
oil seeds, cattle hides, coarse wool, and cigar tobaccos, supply commodity 
deficiencies which could not be met in the United States except by un- 
economical and high-cost production. Such interchange might be further 
extended by trade agreements which offered real advantages both ways— 
enlarged exports for American lard, wheat, dried fruits, and industrial 
products, in exchange for enlarged imports of the special products of the 
country concerned. Also, we might well take steps to admit South Ameri- 
can canned meats at lower duties. Rising industrial activity and increased 
United States buying power will make beef prices still higher in the 
United States in the period ahead. Lower duties on canned meat would 
help make meat available to United States citizens who will not be able 
to afford meat at these high prices, without supplanting fresh meat for 
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those who can afford it.** This would aid Argentine sellers and low- 
income American consumers, without any hardship to American beef 
producers, who would be benefiting greatly from the rising national buy- 
ing power. If these and similar steps to increase commodity interchanges 
are to succeed, producers in both countries concerned must look beyond 
the apparent direct effect on their own interests as producers, to larger 
effects on inter-American cooperation and on the defense of democracy 
in its contribution to their deeper interests as citizens of a democracy, 


Other Elements of Economic Defense 


All of the measures outlined above will aid American production and 
American trade, regardless of future political developments. In addition, 
facing the possibility of a totalitarian victory, complete or partial, other 
steps need to be taken purely as economic defense measures. 


Increasing Hemispheric Self-Sufficiency 

One portion of that program lies in the field of hemispheric self-suff- 
ciency. What products do we now import from other hemispheres that 
might be shut off from us? How far can we go in producing them here? 
How far can substitutes be found or developed? How far should reserve 
stock piles be our means of defense? Rubber, tin, ferrograde manganese 
ore, quinine, tea, silk, are only a few of the articles important in such a 
list. Steps are being taken by the United States Advisory Defense Com- 
mission and by other agencies to deal with possible shortages of such 
products. In many cases, long-time provision for them can best be made 
by facilitating their production in some American country. 


Unification of Export Sales 


Preparation for American economic defense in case of a totalitarian 
victory would be necessary on the export side as well as the import side. 
As already shown, Europe is one great natural market for many American 


43 Lower duties on canned meats would do much more to increase hemi- 
spheric trade than would approval of the Sanitary Convention, to admit fresh 
meat from those regions of any country free of disease. The results of ap- 
proval of this convention would be disappointing to the Argentines, for the 
three Argentine territories completely free of foot-and-mouth disease, Chubut, 
Santa Cruz, and Tierra del Fuego, are sheep-growing areas which produce 
practically no beef, and the United States has not in the past been a good 
market for imported refrigerated lamb or mutton. 
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exports. In many of these products, such as cotton, wheat, corn, and 
coffee, the prewar and war restriction of the European market has led 
to an accumulation of unsold surpluses in the exporting countries. As soon 
as the war is over, these surpluses will all be seeking markets, while the 
continued profitable production of these products will depend on con- 
tinued access to export markets. 

If the Axis powers are victorious, they will confront American ex- 
porters with a commercial monopoly without parallel in world history. 
The entire export market, outside the American hemisphere, will be 
under the control of a single monopolistic buyer. Individual dealers, or 
even individual countries, will face this titanic buying combination with 
complete helplessness. With supplies greatly exceeding current demands, 
with one seller competing with another for the business, and with a 
single monopolistic purchaser who has always used ruthlessly every de- 
vice to ruin and overpower those who deal with him, the market would 
be exclusively a buyers’ market. Prices would be kept down at starvation 
levels. Sellers would pay high prices for their imports. They would get 
only what the buyer deigned to give them. Frequently they would find 
they had sent materials abroad and had received in return only credits 
that could never be translated into goods. Not only that, but such onerous 
political and economic conditions would be attached to the sales that the 
merchandising, industry, press, and governments of the exporting coun- 
tries would soon be drawn into the totalitarian orbit, and be dominated 
by the totalitarian power. In the end, Argentina, Chile, Brazil, and other 
countries would disappear as free and independent countries in exactly 
the same way that Poland, Czecho Slovakia, and the Balkan countries 
have disappeared. And if that happened, the United States, too, would 
eventually be faced with the alternative of yielding up her economic and 
political independence, or of fighting to preserve it, with the fighting 
very likely on her own soil. 

The only way that American economic and political independence could 
be preserved, in the event of an Axis victory in Europe, would be by the 
establishment of such economic cooperation among the American nations 
that the single powerful buyer would be faced by an equally unified and 
equally powerful single seller. Only in that way could the balance be- 
tween buyer and seller be preserved, and the American republics con- 
tinue to send exports to Europe without giving up their birthright in the 
process. 

The unification of American selling might be achieved in either of two 





4 w 
Ep f 
F 

& 

Ms 


eS 


Steer as 


Soe 


ce aa 


SE PA ay 


ei yar rae 


eee 


oni Bae Te. PSR hal 


Oe energie pit lce prlh ae 


Map Piekad eatin Rp Ap 


ba 


140 


ways. One would involve the unification of all sales of all export com- 
modities in a single international selling agency. This has been referred 
to recently as the “‘single cartel” idea. The agency would handle all ex. 
ports for all major products from the American continent. With wheat, 
corn, cotton, coffee, cacao beans, sugar, meat, flaxseed, and many other 
products to negotiate for, and with twenty-two major countries to draw 
supplies from and allocate returns among, it would require a stupendous 
undertaking of great complexity, strength, and yet delicacy, to be suc- 
cessful. 

A second and more modest method would involve the establishment of 
unified American selling agencies for each of the several major export 
products. Instead of a single over-all cartel, this would involve a series of 
commodity cartels, with only the nations engaged in the active export of 
each product participating in the corresponding cartel. 


Existing International Commodity Agreements 


International commodity agreements are not a new device. Rubber, tin, 
and sugar agreements have been in operation, in various evolving forms, 
over considerable periods of time. A coffee agreement among American 
coffee exporters has recently been adopted. A wheat agreement was 
adopted in 1933, and maintained somewhat ineffectively until 1935, with 
an International Wheat Advisory Committee functioning since then. Pre- 
liminary conferences looking toward an International Cotton Agreement 
have been held in Washington, one shortly before the outbreak of the 
present war and one only last fall. 

The existing international commodity agreements, however, are de- 
voted primarily to regulating the flow of the commodity to export markets 
in such a way as to prevent flooding them with unsalable surpluses and 
driving prices down to ruinously low levels. In most cases they operate 
through assigning each exporting country a quota out of the total import 
demand. In some cases, as was true of the 1933 wheat agreement, provi- 
sion is made for regulation of production, directly or indirectly, as well as 
of export volume. In most cases, the agreements make no attempt to 
regulate or control prices directly, but rather seek to maintain satisfactory 
prices through preventing glutting the markets.*® 


44See Donald F. Christy, Associate Director, Foreign Agricultural Re- 
lations, U. S. Department of Agriculture, in speech ‘““The Impact of War and 
the Defense Program on American Agriculture,” mimeographed publication, 
January 13, 1941. 

45 Studies dealing with cases in international commodity controls include 
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Strengthened Commodity Agreements Needed 


To provide a single strong seller of American wheat or cotton, it would 
be necessary to create an international body which went somewhat be- 
yond what has been done in these prior commodity agreements. It would 
be necessary for each exporting country to give the international agency 
the sole power to negotiate and arrange for export sales, at least for sales 
to non-American markets. If such power were given, the selling agency 
would then have to make such arrangements for prorationing the sales 
among the several countries, and for distributing the receipts among 
them, as seemed mutually fair and reasonable. 

The sellers of wheat, or cotton, or coffee, even if completely unified in 
their sales, could not be in completely strong position so long as they 
were trying to press into export considerably larger quantities than the 
buyers felt ‘they had any need for. For many years—ever since European 
tendencies tow ard self- sufficiency got well under way about 192 5—world 
productive capacity in wheat, cotton, corn and hogs, and coffee, has been 
pressing hard upon demands. In many of these commodities, reserve sup- 
plies have been abnormal since before 1930, and have since shown a 
continuous upward trend. Export nations cannot profitably sell a billion 
bushels of wheat a year to importing nations who only need a half billion 
bushels. Yer that has been roughly the situation for many years prior to 
the outbreak of the war. Some of the surplus wheat may be disposed of 
by better nutrition in the producing countries. Some can be disposed of 
in their sister republics, if the latter can be prevailed upon to establish 
food-distribution systems or to reduce their tariffs and make bread cheap 
to their citizens, rather than trying to raise all their own at high costs. 
Increased industrialization and higher buying power and standards of 
living may increase somewhat the American consumption. After all has 


for wheat, Paul de Hevesy, World Wheat Planning and Economic Planning in 
General, London, 1940; for sugar, John E. Dalton, Sugar, a Case Study o 
Government Control, New York, 1937, and Lamborn’s Sugar Bulletin, The 
Chadbourne Plan, Lamborn & Co., Inc., 1931; for tin and rubber, W. L. 
Holland, editor, Commodity Control in the Pacific Area, Stanford University 
Press, California, 1935, and J. W. F. Rowe, Studies in the Artificial Control of 
Raw Material Supplies, No. 2, Rubber, London and Cambridge Economic 
Service, 1931; for nitrates, U. S. Tariff Commission, Chemical Nitrogen, 
Report 114, Washington, 1938. 

See also Robert F. Martin, International Raw Commodity Price Control, 
National Industrial Conference Board, New York, 1937; and William Oualid, 
International Raw Materials Cartels, League of Nations, Paris, 1938. 
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been done that can be done in these ways, however, it will still be neces- 
sary to readjust production to what can be used at home and abroad. To 
be permanently successful, each international selling cartel must deal ef- 
fectively with this surplus production problem as well as with sales, 
prices, and quotas. 


Immediate Commodity Action Possible 


In the case of an Axis victory, some form of unified commodity sale 
would be essential to deal safely with the single Axis buyer. But it is not 
necessary to wait until then to start working out adequate functioning 
international agencies. As it happens, most of the commodities involved 
are now produced for export almost entirely in the American republics, 
in Canada, or in other British dominions. In wheat, Argentina, Canada, 
the United States, Australia, England, and the Union of Soviet Socialist 
Republics were among the signatories of the 1933 Wheat Agreement, 
and have continued as members of the International Wheat Advisory 
Committee. Excluding the U.S.S.R. because of her present Axis affiliations, 
the remaining countries mentioned might proceed at once to develop ef- 
fective means of dealing with wheat sales for the balance of the war, and 
for adjusting the utilization of the existing stocks and acreages most 
effectively. If that were done, it would be possible to terminate the ruinous 
competition for exports which has held wheat export prices down to con- 
tinuously unprofitable levels, and has burdened Canada, Argentina, and 
the United States with costly subsidies to wheat producers. At the same 
time, it would help coordinate the separate efforts toward wheat pro- 
duction or marketing control which are already in effect in Argentina, 
Australia, Canada, and the United States. A wheat producers’ cartel of 
this sort, worked out with the cooperation and participation of the present 
major purchaser, the United Kingdom, would make it possible to develop 
and perfect means and mechanisms of arranging the selling prices, ex- 
port allocations, and production or marketing controls. If then, unhappily, 
England should be conquered, and the United Kingdom, and possibly 
even Australia, should fall under Axis domination, the means would be 
ready and functioning through which American wheat producers could 
face the single world buyer as a strong and centralized selling unit, in- 
stead of as a series of weak competing countries, each burdened with 
supplies and hungry to grasp at any crumb of export orders. 

Just as with wheat, so it could be with cotton, coffee, corn, meats, 
and the other major American exports. In each case, the existing inter- 
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national commodity agreement, or a new commodity agreement, could be 
developed and strengthened, with the cooperation of other major exporters 
and importers not now under the Axis shadow. Sales could be unified. 
Production could be adjusted to needs. Existing excessive stocks could 
be pooled into world reserves to be used or sold for the ultimate benefit 
of all, not left in weak hands as a continuous threat to markets. When the 
war is over, the warring nations, victors and vanquished alike, will be in 
desperate need for the food and fibers which only the Americas can 
supply them. If the American sellers are economically strong and united, 
they can use these supplies as effective cards to maintain and increase 
their freedom and strength. If they are economically disunited and weak, 
the reserve commodity supplies will be a source of weakness instead of 
strength. Only by wise and prompt action, to develop and perfect the 
necessary international cartels before they have to face the postwar 
emergencies, can the Americas make themselves invulnerable on the 
economic front. 


Export-Import Loans and Commodity Agreements 


The United States has already made a small start by her recent pro- 
gram of loans to South American countries to help them balance their 
exchanges. These loans have enabled the recipient countries, such as 
Argentina and Brazil, to stabilize the prices of their unsalable export 
products, and to hold them off the market until other disposal can be 
provided for. These loans serve as an effective, but necessarily temporary, 
stopgap. For the time being, they prevent the economies of the countries 
concerned from collapsing as a result of the interruption to exports. Part 
of the surpluses can be disposed of internally, such as the recent attempt 
to use corn for fuel in Argentina. For the most part, though, the unsold 
commodities pile up for subsequent sale, and the excess production goes 
on accumulating still further surpluses. Once the war is over, the previous 
surplus situation will reappear, aggravated by the accumulated stocks. 
The same lending policy that now enables these countries to keep solvent 
despite the market stoppages could be used as effective backing for the 
proposed international commodity cartels. These funds could enable the 
selling cartel to make advances to the producing countries against unsold 
supplies held by them, pending their final disposal. They could also be 
used to assist the countries to ameliorate production control operations, 
by financing the building up of new industries or of other new production 
which would provide alternative occupation for some of the labor and 
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resources now devoted to the production of the redundant portion of the 
exportable product. The annual funds necessary to carry or shift into 
other output the excess American export, are small compared with the 
annual amounts which the United States is now preparing to spend on 
armaments. Present and subsequent expenditures on establishing an ef- 
fective international system of export commodity sale and production 
adjustment would provide an investment in the future economic health 
and welfare of all the Americas, which would involve no sequel of blood- 
shed or loss of life. Such United States investments in American economic 
defense, backed by adequate international organizations of the type out- 
lined above, would appear to be, dollar for dollar, at least as effective as 
the present expenditures for physical defense. 


Unification of Purchases from the Axis 


In addition to unification of American sales to the Axis powers, there 
is a further possibility of unification of purchases from the Axis. If the 
Axis is defeated, this problem will not arise. If it should win, the problem 
would become a very pressing one. Once any product, wheat, cotton, or 
coffee, had been sold to the Axis purchaser, how would the repayment for 
it be handled? The old system would involve turning over to the seller 
the mark, franc, or lira exchange, to realize on as he could. Under recent 
methods of blocked payments and manipulated prices for German in- 
dustrial exports, this would leave the foreign seller exposed to the mercies 
of whatever strategems the Axis purchaser might choose to employ. If buy- 
ing from a victorious Axis were left free for individual concerns or coun- 
tries to handle as they saw fit, these same economic-political pressures and 
devices could continue to be employed to make the trade serve political 
ends, and to bring the concerns or countries involved under Axis domina- 
tion. If American economic defense is to be complete in the event of an 
Axis victory, it would need to provide some means of unified bargaining 
in buying as well as in selling. There are a number of possible techniques 
for achieving this. One would be for the unified selling organization to 
work out in essence barter transactions, receiving specified goods in re- 
turn for the commodities exported. If in turn they limited the actual 
shipment and delivery of the goods exported to the rate at which the 
goods in payment were received, no problem of huge frozen balances 
could arise. Another technique would be by the use of blocked or con- 
trolled exchange. There might be two dollars, for example, one good 
only for transactions within and among American nations, and the other 
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good only for transactions with the Axis. When any American importer 
desired to purchase specified German goods, he would have to come to 
an all-American exchange control agency, take out a permit for the 
particular amount and value of goods to be imported, and then transfer 
his hemispheric dollars for an equivalent amount of exchange good only 
for purchases from the Axis. By some such system as this, the inter- 
change of goods and the movement of exchange among the American 
nations could be left free and uncontrolled, while the purchases from the 
Axis could be kept under a strong central control. Any steps that had to 
be taken to prevent the Axis purchases or sales from carrying with them 
the domination of the concerns or countries involved could be taken 
through this all-American agency, with its unified oversight over all pur- 
chases from the Axis. 

Unless we provide some mechanism to limit our loans, in case of an 
Axis victory, to use in this hemisphere, there would be a danger that 
they could be used against us in two ways. In the absence of such limi- 
tations, the dollar funds loaned to South American countries might be 
used for merchandise purchases from the Axis. The credits, transferred 
to Germany, would then be available for purchases here. At both ends of 
the transaction the Axis would be swift to pursue its previous policies of 
domination. It would dominate the concerns that bought from it in South 
America, and the concerns that sold to it in the United States. The efforts 
already made by North American oil and other corporations to support 
Germany in the hope of sales in the future, indicate how rapidly powerful 
industrial groups would fall in line if the Axis were victorious, and become 
cogs in a program working toward the defeat of democracy from within. 
The program could be guarded against such dangers by limiting the use 
of the American dollars, so that all American purchases from the Axis, as 
well as all American sales to the Axis, were placed in a single strong and 
unified agency, able to match the bargaining power of the Americas 
against the bargaining power of the rest of the world. 

There may be still other means that could be used to give the American 
nations a bargaining power, on the buying side as well as on the selling 
side, equal to that of a victorious Axis. The citizens of all American 
countries should give careful thought and study to how this problem 
might best be solved. Its solution may never be needed. Certainly the 
United States is bending all its efforts to see that the Axis does not win, 
and so threaten the Americas with subjugation. Yet the solution of this 
problem cannot safely be left to consider if and when the need arises. If 
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it is not solved before the need is upon us, it will be too late to solve it 
then. In economic defense, as in military defense, we must be prepared 
in advance. Development of adequate machinery to protect us from the 
direst danger, in advance of that danger being precipitated upon us, is the 
only course of safety. 


6. SUMMARY 


Today increased economic cooperation among the American nations is 
vital from the standpoint of hemisphere defense. The twenty-two coun- 
tries of the Western Hemisphere include about 275,000,000 people de- 
scended from many different racial stocks, living upon two continents and 
numerous islands comprising approximately 15,500,000 square miles, 
Customs, cultural backgrounds, and standards of living differ widely not 
only between countries but within each country. Varying degrees of utili- 
zation of natural resources and of industrial development also exist. The 
potentialities of large portions of South and Central America have not 
even been explored, with transportation facilities extremely limited and 
industrial development hardly begun. In contrast, much of North America 
is highly industrialized, and its raw material resources are well developed. 
Lower degrees of internal development in the twenty southern republics 
and in Canada are accompanied by corresponding high degrees of de- 
pendence upon foreign trade which make their internal economies ex- 
tremely sensitive to international fluctuations. Although more self-suff- 
cient, the United States is also influenced by world developments. 

World disturbances have caused the major dislocations in the foreign 
trade of the Americas. The World War, 1914-18, produced marked 
changes in both volume and distribution of trade, although these shifts 
proved largely temporary. Surpluses due to war-time expansion continued 
to plague raw-material producers throughout the twenties. The great de- 
pression and the decline in the volume of trade following 1929 aggravated 
existing difficulties and brought new ones for all the American nations. 
The thirties were characterized by nationalistic efforts to revive internal 
economies and bilateral efforts to channelize trade, and by the effort to 
restore trade through the Reciprocal Trade Agreements program. An im- 
portant development was the extension of German influence in South and 
Central America through government-controlled trading methods. War in 
Europe since September, 1939, has directly cut off trade relations with 
continental Europe and restricted trade. with other areas outside the 
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Western Hemisphere. The problems it presents now and the possibilities 
which await its outcome must be dealt with by cooperative effort. 

A program for future inter-American economic cooperation must deal 
with two possibilities. An Allied victory and a liberal peace will remove 
the grim necessity of preparing for war. It will not remove the necessity 
for the American nations to utilize all their available resources for the 
purpose of eradicating poverty, disease, and illiteracy. The development 
of new industries in South and Central America aided by adequate capital 
at reasonable rates from the United States, the extension of transportation 
facilities, and technical exploration and research, will be of permanent 
usefulness. Disease and illiteracy can be reduced by widespread social 
programs. Exchange and consumption of surplus foodstuffs on an inter- 
hemispheric scale will improve existing nutrition standards. 

If the war should end in an Axis victory, the American nations would 
then be confronted with the most dangerous threat to their economic and 
political independence in their history. To meet this possible danger, 
measures for economic defense must be prepared now. Increasing hemi- 
sphere self-sufficiency is one step. Another is the continued promotion of 
trade between the Americas and the reduction of existing barriers. These 
are not enough. Nazi trading methods during the thirties have given a 
foretaste of what might be expected from an Axis-dominated Europe. The 
American nations must be organized to deal if necessary with a strong 
and ruthless commercial monopoly. Unification of American selling could 
be achieved by a single cartel or by several commodity cartels to direct 
export trade and to prevent Axis control. Existing international and 
hemispheric agreements dealing with surplus products which form a 
weak spot in programs for American cooperation need to be strengthened 
and new ones made. Export-Import bank loans, already being made to 
South American countries, could be used to back the proposed interna- 
tional commodity cartels. On the buying side, American purchases from 
the Axis would need to be unified so that individual concerns and countries 
could be protected from Axis domination. If the American nations are to 
be in position to preserve their freedom and democratic institutions in the 
event of an Axis-dominated world, plans and agencies for economic de- 
fense, as an important adjunct of military defense, must be developed 
well in advance. 
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APPENDIX 
TABLE I. COMPOSITION OF THE EXPORT TRADE OF THE 
LARGER AMERICAN COUNTRIES 
Exports, as a percentage of total exports, of 
Raw Materials Manufactures 
Country Agricul- 
of tural ' 
Origin | other Pro- 
than Raw | cessed | Semi- | Other 
food- food- food- | manu- | manv- 
Minerals| stuffs stuffs stuffs | factures*| factures 
United States} 5.9 16.0 3.2 5-4 20.5 49.0 
Canada..... 23.2 14.2 24.0 13.1 17.5 8.0 
Argentina... 7 31.9 49.3 15.3  , 1.1 
Bolivia......| 93.7* 4.6 1.4 — 5 _ 
Brazil...... 1.8 36.4 §2.2 6.5 2.6 5 
Colle... 05. | 80.5 8.4 7.6 2.5 5 5 
Colombia...| 19.2 3.9 57-7° _- 18.94 3 
RRS teccas 3-9 11.1 59-9 23.9 1.2 — 
Ecuador....| 13.4 18.8 49.4 9 11.7 5. 8° 
Mexico.....| 69.1 7.5 | 7.2 | 3 15.0! 9 
Paraguay... .| — | 57.8 3 | 17-9 24.2 -- 
Pee. ...... | 28.2 | 30.4 .6 8.7 32.18 — 
Uruguay....| 3.7. | 63.3 5-4 | 20.1 7.5 — 
Venezuela...| 84.7 9 6.1 | — 8.35 | _— 


Source: U.S. Tariff Commission, The Foreign Trade of Latin America, Part 
II, Sections 1-10, 17, 18. (Section 17 confidential copy.) Washington, 1940. * 

® Gold and silver simply worked—11.7 per cent. 

> Crude or simply worked. 

© Includes coffee ground. 

4 Platinum and gold. 

© Taquilla hats—s.5 per cent. 

f Petroleum derivatives. 

® Metals and Minerals—30.2 per cent. 

» Petroleum derivatives and gold coin and bars. 

* Includes in some cases partly processed mineral products. 
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TABLE 2. COMPOSITION OF THE IMPORT TRADE OF THE 
LARGER AMERICAN COUNTRIES 
| Imports, as a percentage of total imports, of 
Ne 
Raw Materials Manufactures 
; ' ' 
Country Agricul- | | 
of tural | 
Origin other Pro- 
than Raw cessed | Semi- | Other 
food- food- food- | manu- | manu- 
Minerals| stuffs | stuffs | stuffs | factures | factures 
——— _ | (a 
United States 6.2 26.1 13.7 14.6 $4.3 18.3 
Canada.....| 16.5 | 10.6 7.2 8.2 21.5 36.0 
Argentina.. . 5.1 5.9 8.6 1.1 31.5 47.8 
Bolivia..... 8.4 14.9 2.2 11.4 16.3 41.8 
ERs ys 20 5.7 11.8 12.6 5.2 16.4 48.3 
Geass ess 7.8 7.9 3.0 8.7 27.4 45.2 
Colombia | .2 4.1 1.5 2.0 13.6 78.6 
TS 6.5 | 6.8 3.5 22.3 22.4 38.5 
Ecuador | .6 | 12.4 3.1 10.2 | 38.7 35.0 
eo... 3.8.) s2 | — 3.2 21.1 | 66.6 
Paraguay . . .| — — 5.2 19.5 16.7 58.6 
Peru....... | 2.0 | 3.7 | 9.7 7.6 20.8 | 56.2 
Uruguay... .| a al : | 4.7 9.5 24.3 | 48-5 
Venezuela. | — | 1.3 pa 7 8.7 43.6 | Ro ae 





Source: U. Ss. “Tariff Co ommission, The Foreign Trade of Latin America, seviea, Past 
II, Sections 1-10, 17, 18. (Section 17 confidential copy.) Washington, 1940. 
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TABLE 3. PERCENTAGE DISTRIBUTION OF IMPORTS OF TWENTY AMERICAN 


REPUBLICS, BY COUNTRY OF ORIGIN, FOR SELECTED YEARS, 1913-39" 





United United 





Year States Kingdom Germany France Total 
1913 24.7 24.3 16.4 8.3 73-7 
1914 27.9 23.9 13.4 6.6 71.8 
sots§ 41.7 20.7 1.8 4.8 69.0 
1916 51.7 18.1 O.I 4.5 74.4 
1917 ee2 11.9 — 2.9 66.0 
1918 3,1 16.8 — ‘7 73.6 
1920 )=«._- 8.0 15.8 3.9 4-5 72.0 
1929 38.5 15.0 10.8 5.1 69.4 
1931 32.9 15.6 10.7 5.4 64.6 
1932 32.1 16.3 9.5 4.9 62.8 
1933 26.9 18.2 10.6 5.9 60.7 
1935 31.5 15.9 12.9 3-6 63.9 
1936 92.3 13.9 15.6 343 64.9 
1937 34-1 13.2 15.4 3.0 65.7 
1938 35.8 12.2 17.1 3.5 68.6 
1939” 40.3 10.5 12.9 3-5 67.2 








* Imports by the twenty American republics 

> Preliminary. 

Sources: A Statistical Account of the Foreign Trade of Latin America before and 
during the World War, 1913-1918, Pan American Union, Washington, D. C., 
November, 1939. Mimeographed tables—Imports of 20 Latin American 
Republics, 1939, and Imports of 20 Latin American Republics, Totals and 
from the United States, Germany, the United Kingdom, Japan, France, and 
Italy, 1939, September, 1940, prepared by the Division of Regional In- 
formation, Latin American Section, Bureau of Foreign and Domestic Com- 
merce. U. S. Tariff Commission, The Foreign Trade of Latin America, Part I, 
Washington, 1940. 

Note: Data for Figure 1. 





ERICAN 
3-39" 


7 
8 
0 
4 
Oo 
6 
o 
4 
6 
8 
7 
9 
9 
7 
6 
2 


| 





ore and 
D. 
erican 
ls and 
e, and 
al In- 
Com- 
art I, 





151 


TABLE 4. PERCENTAGE DISTRIBUTION OF EXPORTS OF TWENTY AMERICAN 
REPUBLICS, BY COUNTRY OF DESTINATION, SELECTED YEARS 1913-39" 








United United 





Year States Kingdom Germany France Total 
1913. 3.1 20.7 12.6 8.5 72.9 
1914 38.2 22.3 8.7 6.3 75.5 
1915 40.3 43.3 — 6.6 69.1 
1916 =. 46.5 20.6 —_ 8.9 76.0 
1917 51.5 20.9 — 8.1 80.5 
1918 46.9 24.5 _— 7.0 78.4 
1920 50.0 17.4 9 5.0 74.1 
1929 34.0 18.4 8.1 6.2 66.7 
1931 34.5 20.3 7.6 6.8 69.2 
1932 31.5 19.5 ae 6.7 65.1 
1933 29.5 21.8 7.0 6.2 68.5 
1935 33-3 18.6 8.1 4.7 64.7 
1936 33.2 18.8 8.2 5.0 65.2 
1937 31.0 17.6 8.7 4.1 61.4 
1938 = 31.5 15.9 10.3 4.0 61.7 
1939” 34.9 16.4 6.3 3-7 61.3 


* Exports from the 20 American republics. 

> Preliminary. 

Sources: A Statistical Account of the Foreign Trade of Latin America before 
and during the World War, 1913-1918, Pan American Union, Washington, 
D. C., November, 1939. Mimeographed tables—Exports of 20 Latin Ameri- 
can Republics, 1939, and Exports of 20 Latin American Republics, Totals 
and from the United States, Germany, the United Kingdom, Japan, France, 
and Italy, 1939, September, 1940, prepared by the Division of Regional In- 
formation, Latin American Section, Bureau of Foreign and Domestic Com- 
merce, Washington, D.C. U.S. Tariff Commission, The Foreign Trade of 
Latin America, Part 1, Washington, 1940. 

Note: Data for Figure z. 
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(Important sources of information are indicated. Other materials may be 
obtained upon application to these sources.) 


United States Department of Agriculture, Washington, D. C. 
Office of Foreign Agricultural Relations: 

Foreign Crops and Markets, weekly. Contains news of important agri- 
cultural developments in foreign countries. 

Foreign Agriculture, monthly. Contains articles dealing with material 
of current interest in foreign agriculture. 

Agriculture in the Americas, monthly. (Publication beginning January, 
1941.) Contains articles dealing with current agricultural develop- 
ments in the American countries. 

L. A. Wheeler, Director of Office of Foreign Agricultural Relations, 
Annual Report to Secretary of Agriculture, December, 1940. 

More Trade with Latin America, special publication, November, 1940. 

J. L. Apodaca, “Some Foreign Trade Problems Incident to Pan 
American Solidarity,” Address, Annual Meeting of the Indiana 
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Indiana, May 19, 1939. 

Donald F. Christy, Associate Director, Foreign Agricultural Rela- 
tions, The Impact of War and the Defense Program on American 
Agriculture, mimeographed publication, January, 1941. 

A Selected List of Publications, prepared by the Office of Foreign 
Agricultural Relations in cooperation with the Division of Train- 
ing, Office of Personnel. 

Agricultural Statistics. Annual. Regular Department publication. 


United States Department of Commerce, Bureau of Foreign and Domestic 
Commerce, Washington, D. C. 
Division of Regional Information: 

Foreign Commerce Weekly. (Published since October 5, 1940. For- 
merly material was in Commerce Reports.) Contains monthly 
economic reviews of leading foreign countries. 

Foreign Commerce Yearbook. Annual. Contains statistical data on popu- 
lation, production, transportation, foreign trade, and public finance 
for foreign countries. The 1938 edition contains data through 1937. 
The 1939 edition, including 1938 and 1939 statistics, will appear 
early in 1941. , 
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Commercial Travelers’ Guide to Latin America, (revised edition). Part 
I—West Coast of South America (T. P. S. 179, 1939); Part II— 
East Coast of South America (T. P. S., 187, 1939); Part II— 
Mexico, Central America and Caribbean Countries (T. P. S. 208, 
1940). 

References to Industrial Production in the Republics and European 
Possessions in Latin America. March, 1940. 

Recent Publications Relating to the American Republics, listing ma- 
terials available from the Bureau of Foreign and Domestic Com- 
merce, Division of Regional Information. October, 1940. 

Some References to Material on Western Hemisphere Defense, pre- 
pared by Ruth C. Leslie of the Commercial Intelligence Division 
in cooperation with the Latin American Section of the Division of 
Regional Information. December, 1940. 

Bureau of the Census, Statistical Abstract of the United States. Annual. 


United States Tariff Commission, Washington, D. C. 

The Foreign Trade of Latin America, in three parts. Part I—Trade of 
Latin America with the World and with the United States. Washing- 
ton, 1940. Part 1I—Commercial Policies and Trade Relations of 
Individual Latin American Countries, 20 sections, each dealing with 
an individual republic; sections 1-10, and 18 haveappeared. Part III— 
Selected Latin American Export Commodities, 2 volumes. Washing- 
ton, 1940. 

United States Department of Interior, Bureau of Mines, Washington, D. C. 

Minerals Yearbook. Annual. Statistical material of production and trade 
in important minerals. 

Foreign Minerals Quarterly. A regional review of foreign mineral re- 
sources, production and trade. 


| Pan American Union, Washington, D. C. 


Bulletin of the Pan American Union, monthly. 

American Nation Series. A series of pamphlets on each of the Latin 
American republics. 

American City Series. A series of pamphlets on the important Latin 
American cities. 

Commodities Series. A series of pamphlets on the important Latin Ameri- 
can commodities. 

Foreign Trade Series. Latest foreign trade statistics of the Latin Ameri- 
can republics, compiled from official sources. 
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Commercial Pan America. A monthly mimeographed review dealing with Oth 
economic and financial subjects. i 
Bibliographic Series. Bibliographies on Pan American topics. 


Foreign Policy Association, Midston House, 22 East 38th Street, New 
Pan American News, biweekly information service. 
Foreign Policy Reports, published on the first and fifteenth of each month, “ 
Herbert M. Bratter, Foreign ‘Exchange Control in Latin America, | 








February 15, 1939. C 
Howard J. Trueblood, Raw Material Resources of Latin America, 
August 1, 1939. H 
, War and United States—Latin American Trade, December 
I, 1939. : kc 
-, Economic Defense of the Americas, August 1, 1940. T 


Headline Books. 
Delia Goetz and Varian Fry, The Good Neighbors: The Story of the | 
Two Americas, Headline Book No. 17, New York, 1939. 
J. 1. B. McCulloch, Challenge to the Americas, Headline Book No. 26, 
New York, 1940. 
Joan Raushenbush, Look at Latin America, Headline Book No. 27, 
New York, 1940. 
World Affairs Pamphlets. 
William T. Stone and others, America’s Choice Today, No. 9, New 
York, 1940. 


League of Nations, Geneva. 
Money and Banking, 1935 /36, Volume I, Geneva, 1936. 
Money and Banking, 1936/37, Volume I, Geneva, 1937. 
Report on Exchange Control, Geneva, 1938. 


Dominion Bureau of Statistics, Ottawa, Canada. 
The Canadian Yearbook. Annual. Contains material on production, trans- 
portation, and foreign trade of Canada. 


Note: In addition to the materials listed above and those contained in the 
bibliographies which are referred to, there is a great deal of excellent 
periodical literature dealing with the American nations and problems of 
the Western Hemisphere. 
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Clark Foreman and Joan Raushenbush, Total Defense, New York, 
Doubleday, Doran, 1940. 

H. V. Hodson, Slump and Recovery 1929-1937, Oxford University Press, 
Royal Institute of International Affairs, London, 1938. 

John T. Whitaker, Americas to the South, New York, Macmillan, 1939. 
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